
S.F. No. 3296, as introduced - 86th Legislative Session (2009-2010) [10-6133]

A bill for an act1.1
relating to health; making conforming and other changes related to federal1.2
health care reform; providing funding for health care subsidies; establishing1.3
accountable care organizations; establishing a publicly administered health1.4
plan; expanding eligibility for medical assistance; repealing the MinnesotaCare1.5
program and related taxes; amending Minnesota Statutes 2008, sections 16A.724,1.6
by adding a subdivision; 62U.05; 256.01, by adding subdivisions; 256B.055,1.7
by adding a subdivision; 256B.056, subdivisions 3, 4, by adding subdivisions;1.8
256B.0754, by adding a subdivision; 256L.04, subdivision 1; 295.52, by adding1.9
a subdivision; proposing coding for new law in Minnesota Statutes, chapter 62U;1.10
repealing Minnesota Statutes 2008, sections 62E.08; 62E.09; 62E.091; 62E.10;1.11
62E.101; 62E.11; 62E.12; 62E.13; 62E.14; 62E.141; 62E.15; 62E.16; 62E.18;1.12
62E.19; 256L.01, subdivisions 1, 1a, 2, 3, 3a, 5; 256L.02, subdivisions 1, 2, 3;1.13
256L.03, subdivisions 1, 1a, 2, 3, 3a, 4, 6; 256L.04, subdivisions 1, 1a, 2, 2a,1.14
7, 7a, 7b, 8, 9, 10, 12, 13; 256L.05, subdivisions 1a, 1b, 2, 3, 3a, 3b, 3c, 4, 5;1.15
256L.06, subdivision 3; 256L.07, subdivisions 1, 2, 4, 5, 6, 7; 256L.10; 256L.11,1.16
subdivisions 2, 2a, 3, 4, 5, 6, 7; 256L.12; 256L.15; 256L.17, subdivisions 1,1.17
2, 4, 7; 256L.18; 256L.22; 256L.24; 256L.26; 256L.28; 295.52, subdivisions1.18
1, 1a, 2, 3, 4, 4a, 5, 6, 7; 295.53, subdivisions 1, 2, 3, 4a; 295.54; 295.55;1.19
295.57, subdivisions 1, 2, 3, 4; 295.58; 295.582; 295.59; 297I.05, subdivision 5;1.20
Minnesota Statutes 2009 Supplement, sections 256L.01, subdivision 4a; 256L.03,1.21
subdivision 5; 256L.04, subdivision 10a; 256L.05, subdivision 1; 256L.11,1.22
subdivision 1; 256L.17, subdivisions 3, 5; 295.56; 295.57, subdivision 5.1.23

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:1.24

ARTICLE 11.25

STATE HEALTH CARE PROGRAMS1.26

Section 1. Minnesota Statutes 2008, section 16A.724, is amended by adding a1.27

subdivision to read:1.28

Subd. 5. Health care subsidies. Effective January 1, 2012, revenue in the health1.29

care access fund that the commissioner of management and budget determines is not1.30

needed to fund the MinnesotaCare program, due to the elimination of coverage for adults1.31
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without children, is available to the commissioner of human services to provide health2.1

care subsidies to individuals and households with gross family incomes greater than2.2

133-1/3 percent but not exceeding 400 percent of the federal poverty guidelines based on2.3

family size, using the affordability standard established in section 62U.13.2.4

Sec. 2. Minnesota Statutes 2008, section 62U.05, is amended to read:2.5

62U.05 PROVIDER PRICING FOR BASKETS OF CARE; ACCOUNTABLE2.6

CARE ORGANIZATIONS.2.7

Subdivision 1. Establishment of definitions. (a) By July 1, 2009, the commissioner2.8

of health shall establish uniform definitions for baskets of care beginning with a minimum2.9

of seven baskets of care. In selecting health conditions for which baskets of care should2.10

be defined, the commissioner shall consider coronary artery and heart disease, diabetes,2.11

asthma, and depression. In selecting health conditions, the commissioner shall also2.12

consider the prevalence of the health conditions, the cost of treating the health conditions,2.13

and the potential for innovations to reduce cost and improve quality.2.14

(b) The commissioner shall convene one or more work groups to assist in2.15

establishing these definitions. Each work group shall include members appointed by2.16

statewide associations representing relevant health care providers and health plan2.17

companies, and organizations that work to improve health care quality in Minnesota.2.18

(c) To the extent possible, the baskets of care must incorporate a patient-directed,2.19

decision-making support model.2.20

(d) By January 1, 2011, the commissioner shall establish uniform definitions for the2.21

total cost of providing all necessary services to a patient through an accountable care2.22

organization meeting the standards specified in Public Law Number 111-XXX, and shall2.23

develop a standard method and format for accountable care organizations to use for2.24

submitting package prices for the total cost of care. This method shall be published in the2.25

State Register and must be made available to all providers.2.26

Subd. 2. Package prices. (a) Beginning January 1, 2010, health care providers may2.27

establish package prices for the baskets of care defined under subdivision 1. By July 1,2.28

2011, accountable care organizations may establish package prices for the total cost of2.29

care defined under subdivision 1.2.30

(b) Beginning January 1, 2010, no health care provider or group of providers that2.31

has established a package price for a basket of care under this section, and beginning2.32

July 1, 2011, no accountable care organization that has established a package price for2.33

the total cost of care under this section, shall vary the payment amount that the provider2.34

or organization accepts as full payment for a health care service based upon the identity of2.35
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the payer, upon a contractual relationship with a payer, upon the identity of the patient,3.1

or upon whether the patient has coverage through a group purchaser. This paragraph3.2

applies only to health care services provided to Minnesota residents or to non-Minnesota3.3

residents who obtain health insurance through a Minnesota employer. This paragraph does3.4

not apply to services paid for by Medicare, state public health care programs through3.5

fee-for-service or prepaid arrangements, workers' compensation, or no-fault automobile3.6

insurance. This paragraph does not affect the right of a provider to provide charity care3.7

or care for a reduced price due to financial hardship of the patient or due to the patient3.8

being a relative or friend of the provider.3.9

Subd. 3. Quality measurements for baskets of care. (a) The commissioner shall3.10

establish quality measurements for the defined baskets of care by December 31, 2009.3.11

The commissioner shall establish quality measures for the total cost of care for services3.12

delivered through an accountable care organization by June 30, 2011. The commissioner3.13

may contract with an organization that works to improve health care quality to make3.14

recommendations about the use of existing measures or establishing new measures where3.15

no measures currently exist.3.16

(b) Beginning July 1, 2010, the commissioner or the commissioner's designee shall3.17

publish comparative price and quality information on the baskets of care in a manner3.18

that is easily accessible and understandable to the public, as this information becomes3.19

available. Beginning January 1, 2012, the commissioner or the commissioner's designee3.20

shall publish comparative price and quality information on the total cost of care for3.21

services delivered through an accountable care organization in a manner that is easily3.22

accessible and understandable to the public, as this information becomes available.3.23

Sec. 3. Minnesota Statutes 2008, section 256.01, is amended by adding a subdivision3.24

to read:3.25

Subd. 30. Regional payment reform. The commissioner may enter into3.26

agreements with other states to establish, by January 1, 2012, a regional payment reform3.27

system to reimburse physician groups, integrated delivery systems, and accountable care3.28

organizations that provide services to Medicare enrollees. The regional payment reform3.29

system may use alternative payment systems that provide financial incentives for efficient,3.30

high-quality care. The system may also modify the standard Medicare benefit set. The3.31

commissioner, in cooperation with participating states, shall seek all federal waivers and3.32

approvals necessary to implement the payment reform system.3.33
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Sec. 4. Minnesota Statutes 2008, section 256.01, is amended by adding a subdivision4.1

to read:4.2

Subd. 31. Public option. The commissioner of human services, by January 1, 2012,4.3

shall develop and offer a publicly administered health plan that meets the requirements4.4

of Public Law Number 111-XXX and is offered through the Minnesota health insurance4.5

exchange established under section 62U.11. The commissioner shall administer the health4.6

plan using the infrastructure and procedures that the commissioner uses to administer the4.7

prepaid medical assistance program under section 256B.69.4.8

Sec. 5. Minnesota Statutes 2008, section 256B.055, is amended by adding a4.9

subdivision to read:4.10

Subd. 15. Adults without children. Medical assistance may be paid for a person4.11

who is over age 21 and under age 65, who is not pregnant, and who is not described in4.12

subdivisions 4, 7, or another subdivision of this section.4.13

Sec. 6. Minnesota Statutes 2008, section 256B.056, is amended by adding a4.14

subdivision to read:4.15

Subd. 1e. Modified gross income. Effective July 1, 2014, the commissioner4.16

shall calculate income eligibility based on modified gross income for medical assistance4.17

applicants and enrollees for whom the use of modified gross income is required under4.18

Public Law Number 111-XXX.4.19

Sec. 7. Minnesota Statutes 2008, section 256B.056, subdivision 3, is amended to read:4.20

Subd. 3. Asset limitations for individuals and families. (a) To be eligible for4.21

medical assistance, a person must not individually own more than $3,000 in assets, or if a4.22

member of a household with two family members, husband and wife, or parent and child,4.23

the household must not own more than $6,000 in assets, plus $200 for each additional4.24

legal dependent. In addition to these maximum amounts, an eligible individual or family4.25

may accrue interest on these amounts, but they must be reduced to the maximum at the4.26

time of an eligibility redetermination. The accumulation of the clothing and personal4.27

needs allowance according to section 256B.35 must also be reduced to the maximum at4.28

the time of the eligibility redetermination. The value of assets that are not considered in4.29

determining eligibility for medical assistance is the value of those assets excluded under4.30

the supplemental security income program for aged, blind, and disabled persons, with4.31

the following exceptions:4.32

(1) household goods and personal effects are not considered;4.33
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(2) capital and operating assets of a trade or business that the local agency determines5.1

are necessary to the person's ability to earn an income are not considered;5.2

(3) motor vehicles are excluded to the same extent excluded by the supplemental5.3

security income program;5.4

(4) assets designated as burial expenses are excluded to the same extent excluded by5.5

the supplemental security income program. Burial expenses funded by annuity contracts5.6

or life insurance policies must irrevocably designate the individual's estate as contingent5.7

beneficiary to the extent proceeds are not used for payment of selected burial expenses; and5.8

(5) effective upon federal approval, for a person who no longer qualifies as an5.9

employed person with a disability due to loss of earnings, assets allowed while eligible5.10

for medical assistance under section 256B.057, subdivision 9, are not considered for 125.11

months, beginning with the first month of ineligibility as an employed person with a5.12

disability, to the extent that the person's total assets remain within the allowed limits of5.13

section 256B.057, subdivision 9, paragraph (c).5.14

(b) No asset limit shall apply for persons eligible under section 256B.055,5.15

subdivisions 3a and 15.5.16

Sec. 8. Minnesota Statutes 2008, section 256B.056, is amended by adding a5.17

subdivision to read:5.18

Subd. 3f. Net income standard. Effective July 1, 2014, the commissioner shall use5.19

a net income standard, without any asset test or without any income disregards except5.20

those used to determine eligibility for long-term care services and supports, for medical5.21

assistance applicants and enrollees for whom the use of a net income standard is required5.22

under Public Law Number 111-XXX.5.23

Sec. 9. Minnesota Statutes 2008, section 256B.056, subdivision 4, is amended to read:5.24

Subd. 4. Income. (a) To be eligible for medical assistance, a person eligible under5.25

section 256B.055, subdivisions 7, 7a, and 12, may have income up to 100 percent of5.26

the federal poverty guidelines. Effective January 1, 2000, and each successive January,5.27

recipients of supplemental security income may have an income up to the supplemental5.28

security income standard in effect on that date.5.29

(b) To be eligible for medical assistance, families and children may have an income5.30

up to 133-1/3 percent of the AFDC income standard in effect under the July 16, 1996,5.31

AFDC state plan. Effective July 1, 2000, the base AFDC standard in effect on July 16,5.32

1996, shall be increased by three percent.5.33
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(c) Effective July 1, 2002, to be eligible for medical assistance, families and children6.1

may have an income up to 100 percent of the federal poverty guidelines for the family size.6.2

Effective July 1, 2011, to be eligible for medical assistance, families and children may6.3

have an income up to 133-1/3 percent of the federal poverty guidelines for the family size.6.4

(d) In computing income to determine eligibility of persons under paragraphs (a)6.5

to (c), and (d), who are not residents of long-term care facilities, the commissioner shall6.6

disregard increases in income as required by Public Law Numbers 94-566, section 503;6.7

99-272; and 99-509. Veterans aid and attendance benefits and Veterans Administration6.8

unusual medical expense payments are considered income to the recipient.6.9

(e) Effective July 1, 2011, to be eligible for medical assistance, a person eligible6.10

under section 256B.055, subdivision 15, may have income up to 133-1/3 percent of the6.11

federal poverty guidelines for the family size.6.12

Sec. 10. Minnesota Statutes 2008, section 256B.0754, is amended by adding a6.13

subdivision to read:6.14

Subd. 3. Accountable care organizations. By July 1, 2011, the commissioner of6.15

human services shall deliver services to enrollees in state health care programs through6.16

accountable care organizations, and shall provide incentive payments to accountable care6.17

organizations that meet or exceed annual quality and performance targets. Accountable6.18

care organizations and incentive payments must meet the standards specified in Public6.19

Law Number 111-XXX.6.20

Sec. 11. Minnesota Statutes 2008, section 256L.04, subdivision 1, is amended to read:6.21

Subdivision 1. Families with children. (a) Families with children with family6.22

income equal to or less than 275 percent of the federal poverty guidelines for the6.23

applicable family size shall be eligible for MinnesotaCare according to this section. All6.24

other provisions of sections 256L.01 to 256L.18, including the insurance-related barriers6.25

to enrollment under section 256L.07, shall apply unless otherwise specified.6.26

(b) Parents who enroll in the MinnesotaCare program must also enroll their children,6.27

if the children are eligible. Children may be enrolled separately without enrollment by6.28

parents. However, if one parent in the household enrolls, both parents must enroll, unless6.29

other insurance is available. If one child from a family is enrolled, all children must6.30

be enrolled, unless other insurance is available. If one spouse in a household enrolls,6.31

the other spouse in the household must also enroll, unless other insurance is available.6.32

Families cannot choose to enroll only certain uninsured members.6.33
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(c) Beginning October 1, 2003, the dependent sibling definition no longer applies7.1

to the MinnesotaCare program. These persons are no longer counted in the parental7.2

household and may apply as a separate household.7.3

(d) Beginning July 1, 2003, or upon federal approval, whichever is later, parents are7.4

not eligible for MinnesotaCare if their gross income exceeds $57,500.7.5

(e) Children formerly enrolled in medical assistance and automatically deemed7.6

eligible for MinnesotaCare according to section 256B.057, subdivision 2c, are exempt7.7

from the requirements of this section until renewal.7.8

(f) Beginning July 1, 2012, adults are not eligible for MinnesotaCare and eligibility7.9

under the program is limited to children.7.10

Sec. 12. Minnesota Statutes 2008, section 295.52, is amended by adding a subdivision7.11

to read:7.12

Subd. 8. Reduction in tax rate. Effective October 1, 2013, the tax rate specified in7.13

subdivisions 1, 1a, 2, and 3, is reduced to ...... percent of gross revenue.7.14

Sec. 13. REPEALER.7.15

Subdivision 1. MinnesotaCare adults with no children. Minnesota Statutes 2008,7.16

section 256L.04, subdivision 7, is repealed effective January 1, 2012.7.17

Subd. 2. MinnesotaCare program. Minnesota Statutes 2008, sections 256L.01,7.18

subdivisions 1, 1a, 2, 3, 3a, and 5; 256L.02, subdivisions 1, 2, and 3; 256L.03, subdivisions7.19

1, 1a, 2, 3, 3a, 4, and 6; 256L.04, subdivisions 1, 1a, 2, 2a, 7, 7a, 7b, 8, 9, 10, 12, and 13;7.20

256L.05, subdivisions 1a, 1b, 2, 3, 3a, 3b, 3c, 4, and 5; 256L.06, subdivision 3; 256L.07,7.21

subdivisions 1, 2, 4, 5, 6, and 7; 256L.10; 256L.11, subdivisions 2, 2a, 3, 4, 5, 6, and 7;7.22

256L.12; 256L.15; 256L.17, subdivisions 1, 2, 4, and 7; 256L.18; 256L.22; 256L.24;7.23

256L.26; and 256L.28, are repealed effective October 1, 2019, or upon the sunset of any7.24

maintenance of effort requirement for children's Medicaid eligibility established by Public7.25

Law Number 111-XXX, whichever is later.7.26

Minnesota Statutes 2009 Supplement, sections 256L.01, subdivision 4a; 256L.03,7.27

subdivision 5; 256L.04, subdivision 10a; 256L.05, subdivision 1; 256L.11, subdivision7.28

1; and 256L.17, subdivisions 3 and 5, are repealed effective October 1, 2019, or upon7.29

the sunset of any maintenance of effort requirement for children's Medicaid eligibility7.30

established by Public Law Number 111-XXX, whichever is later.7.31

Subd. 3. MinnesotaCare taxes. Minnesota Statutes 2008, sections 295.52,7.32

subdivisions 1, 1a, 2, 3, 4, 4a, 5, 6, and 7; 295.53, subdivisions 1, 2, 3, and 4a; 295.54;7.33

295.55; 295.57, subdivisions 1, 2, 3, and 4; 295.58; 295.582; 295.59; and 297I.05,7.34
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subdivision 5, are repealed effective October 1, 2019, or upon the sunset of any8.1

maintenance of effort requirement for children's Medicaid eligibility established by Public8.2

Law Number 111-XXX, whichever is later.8.3

Minnesota Statutes 2009 Supplement, sections 295.56; and 295.57, subdivision8.4

5, are repealed effective October 1, 2019, or upon the sunset of any maintenance of8.5

effort requirement for children's Medicaid eligibility established by Public Law Number8.6

111-XXX, whichever is later.8.7

ARTICLE 28.8

PRIVATE SECTOR HEALTH INSURANCE REFORM8.9

Section 1. [62U.11] MINNESOTA HEALTH INSURANCE EXCHANGE.8.10

Subdivision 1. Title; citation. This section may be cited as the "Minnesota Health8.11

Insurance Exchange."8.12

Subd. 2. Creation; tax exemption. (a) The Minnesota Health Insurance Exchange8.13

is created for the limited purpose of providing individuals with greater access, choice,8.14

portability, and affordability of health insurance products.8.15

(b) The Minnesota Health Insurance Exchange is created as an unincorporated8.16

association and shall promptly incorporate as a nonprofit corporation under chapter 317A8.17

and apply for qualification under section 501(c) of the Internal Revenue Code.8.18

(c) The exchange must comply with all federal laws regarding health insurance8.19

exchanges.8.20

Subd. 3. Definitions. For purposes of this section, the following terms have the8.21

meanings given them.8.22

(a) "Board" means the Board of Directors of the Minnesota Health Insurance8.23

Exchange under subdivision 13.8.24

(b) "Commissioner" means:8.25

(1) the commissioner of commerce for health plan companies subject to the8.26

jurisdiction of the Department of Commerce;8.27

(2) the commissioner of health for health plan companies subject to the jurisdiction8.28

of the Department of Health; or8.29

(3) either commissioner's designated representative.8.30

(c) "HIPAA" means the Health Insurance Portability and Accountability Act of 1996.8.31

(d) "Individual market health plan" means a health plan as defined in section8.32

62A.011, that is designed for sale in the individual market and that may cover either an8.33

individual or an individual and the individual's dependents.8.34
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(e) "Small employer" means a small employer as defined in section 62L.02,9.1

subdivision 26.9.2

(f) "Small employer health benefit plan" means a health benefit plan as defined in9.3

section 62L.02, subdivision 15.9.4

Subd. 4. Health plan company and health plan participation and availability.9.5

(a) Only individual market health plans and small employer health benefit plans offered by9.6

a health plan company licensed to issue health plans in Minnesota may be made available9.7

for purchase through the exchange.9.8

(b) Each health plan made available by a health plan company through the exchange9.9

must meet the essential benefit set and design requirements provided under section9.10

62U.08, in addition to requirements for qualifying coverage under federal law.9.11

(c) Any health plan company that issues health plans in the individual or small9.12

employer market in this state must offer through the exchange at least one health plan that9.13

meets the benefit set and design established under section 62U.08.9.14

(d) Health plans offered through the Minnesota Comprehensive Health Association9.15

as defined in section 62E.10 must be available for sale through the exchange as determined9.16

by the Minnesota Comprehensive Health Association.9.17

(e) Health plans offered through the MinnesotaCare program must be available9.18

through the exchange to individuals and families who meet the eligibility requirements9.19

for MinnesotaCare, as determined by the commissioner of human services, and who pay9.20

premiums through an employer Section 125 Plan.9.21

(f) Nothing in this section restricts the sale of individual market health plans and9.22

small employer health benefit plans outside of the exchange. The requirements applicable9.23

to issuance, renewal, cancellation, and pricing of coverage are the same for health plans9.24

purchased inside and outside the exchange.9.25

Subd. 5. Comparison of health plans. The exchange shall help consumers9.26

understand and compare the standardized health plan options established under section9.27

62U.08. Within each standardized plan grouping, the exchange shall provide easy ways9.28

for consumers to select among the offerings by comparing quality ratings, searching for9.29

a particular provider in its network, or by cost factors. This information must be made9.30

available via the Internet as well as by toll-free telephone assistance and written materials.9.31

Subd. 6. Individual participation and eligibility. (a) Individuals are eligible to9.32

purchase health plans directly through the exchange or through an employer Section9.33

125 Plan under section 62U.07.9.34

(b) Individuals are eligible to purchase individual market health plans through the9.35

exchange by meeting one or more of the following qualifications:9.36
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(1) the individual is a Minnesota resident, meaning the individual is physically10.1

residing on a permanent basis in a place in this state that is the person's principal residence10.2

and from which the person is absent only for temporary purposes;10.3

(2) the individual is a student attending an institution outside of Minnesota and10.4

maintains Minnesota residency;10.5

(3) the individual is not a Minnesota resident but is employed by an employer10.6

physically located within the state and the individual's employer is required to offer a10.7

Section 125 Plan under section 62U.07; or10.8

(4) the individual is a dependent, as defined in section 62L.02, of another individual10.9

who is eligible to participate in the exchange.10.10

(c) A self-employed individual, including a partner of a partnership, a member of10.11

a limited liability company, or other owner of a business, who may not be eligible to10.12

participate in a Section 125 Plan, may obtain coverage through the exchange either as an10.13

individual under this paragraph or as an employee covered under a small employer health10.14

benefit plan if permitted under chapter 62L.10.15

Subd. 7. Small employer participation and eligibility. Small employers, as10.16

defined in section 62L.02, may purchase small employer health benefit plans through10.17

the exchange.10.18

Subd. 8. Responsibilities of exchange. The exchange may serve as a coordinating10.19

entity for enrollment and collection and transfer of premium payments for health plans10.20

sold to individuals and small employers through the exchange. The exchange must be10.21

responsible for the following functions:10.22

(1) publicizing the exchange including, but not limited to, its functions, eligibility10.23

rules, and enrollment procedures;10.24

(2) providing assistance to employers to establish Section 125 Plans under section10.25

62U.07;10.26

(3) providing education and assistance to employers to help them understand the10.27

requirements of Section 125 Plans and compliance with applicable regulations;10.28

(4) creating a system to allow individuals to compare and enroll in health plans10.29

offered through the exchange, including a system of comparative rating of health plans10.30

and benefit sets;10.31

(5) creating a system to collect and transmit to the applicable health plan companies10.32

all premium payments made by individuals and small employers, including developing10.33

mechanisms to receive and process automatic payroll deductions for individuals who10.34

purchase coverage through employer Section 125 Plans;10.35
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(6) for participating employers, billing the employer for the premiums payable by11.1

the employer for a small employer health benefit plan;11.2

(7) for individuals purchasing individual market health plans through a Section 12511.3

Plan, billing the individual's employer for premiums payable by the employee, provided11.4

that the employer is not liable for payment except from payroll deductions for that purpose;11.5

(8) providing information on public insurance programs to individuals who may11.6

qualify for these programs, and provide application assistance if needed on applying11.7

for these programs;11.8

(9) establishing a mechanism with the Department of Human Services to transfer11.9

premiums paid by Minnesota health care program enrollees from Section 125 Plans;11.10

(10) establishing procedures to account for all funds received and disbursed by11.11

the exchange; and11.12

(11) making available to the public, within 90 days after the end of each fiscal year, a11.13

report of an independent audit of the exchange's accounts.11.14

Subd. 9. State not liable. The state is not liable for the actions of the exchange.11.15

Subd. 10. Powers of exchange. The exchange shall have the power to:11.16

(1) contract with insurance producers licensed in accident and health insurance11.17

under chapter 60K and vendors to perform one or more of the functions in subdivision 8;11.18

(2) contract with employers to collect premiums for small employer health benefit11.19

plans and for individual market health plans purchased through a Section 125 Plan;11.20

(3) establish and assess fees on health plan premiums of small employer health11.21

benefit plans and individual market health plans to fund the cost of administering the11.22

exchange;11.23

(4) seek and directly receive grant funding from government agencies or private11.24

philanthropic organizations, other than those connected with Minnesota-based nonprofit11.25

health providers or health plan companies, to defray the costs of operating the exchange;11.26

(5) establish and administer rules and procedures governing the operations of the11.27

exchange;11.28

(6) establish one or more service centers within Minnesota;11.29

(7) sue or be sued or otherwise take any necessary or proper legal action;11.30

(8) establish bank accounts and borrow money; and11.31

(9) enter into agreements with the commissioners of commerce, health, human11.32

services, revenue, employment and economic development, and other state agencies as11.33

necessary for the exchange to implement the provisions of this section.11.34

Subd. 11. Dispute resolution. The exchange shall establish procedures for11.35

resolving disputes with respect to the eligibility of an individual to participate in the11.36
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exchange. The exchange shall not have the authority or responsibility to intervene in or12.1

resolve disputes between an individual and a health plan or health plan company. If the12.2

exchange receives complaints involving such disputes from individuals participating in12.3

the exchange, the exchange shall inform the individual about the right to make such12.4

complaints to the commissioner to be resolved according to sections 62Q.68 to 62Q.73.12.5

Subd. 12. Governance. The exchange shall be governed by a board of directors12.6

with 11 members. The board shall convene on or before July 1, 2011, after the initial board12.7

members have been selected. The initial board membership consists of the following:12.8

(1) the commissioner of commerce;12.9

(2) the commissioner of human services;12.10

(3) the commissioner of health; and12.11

(4) eight members with knowledge and experience related to health insurance12.12

and health insurance markets, appointed to serve three-year terms as follows: two12.13

nonlegislators appointed by the Subcommittee on Committees of the Committee on Rules12.14

and Administration of the senate; two nonlegislators appointed by the speaker of the12.15

house; and four members appointed by the governor.12.16

Subd. 13. Subsequent board membership. (a) Effective July 1, 2012, ongoing12.17

membership of the exchange consists of the following:12.18

(1) the commissioner of commerce;12.19

(2) the commissioner of human services;12.20

(3) the commissioner of health;12.21

(4) two members appointed as follows: one nonlegislator appointed by the12.22

Subcommittee on Committees of the Committee on Rules and Administration of the senate12.23

and one nonlegislator appointed by the speaker of the house to serve two-year terms.12.24

These appointed members are eligible to be reappointed for one additional term; and12.25

(5) four members elected by the membership of the exchange, of which two are12.26

elected to serve a two-year term and two are elected to serve a three-year term.12.27

(b) Elected members may serve more than one term. At least one of the elected12.28

members must represent a small employer and at least one member must be a person who12.29

purchases an individual market health plan through the exchange.12.30

Subd. 14. Operations of board. Officers of the board of directors are elected by12.31

members of the board and serve one-year terms. Six members of the board constitute a12.32

quorum, and the affirmative vote of six members of the board is necessary and sufficient12.33

for any action taken by the board. Board members serve without pay, but are reimbursed12.34

for actual expenses incurred in the performance of their duties. Board meetings must be12.35

open to the public, except as specified in the bylaws of the exchange.12.36
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Subd. 15. Operations of exchange. The board of directors shall appoint an13.1

exchange director who shall:13.2

(1) be a full-time employee of the exchange;13.3

(2) administer all of the activities and contracts of the exchange; and13.4

(3) hire and supervise the staff of the exchange.13.5

Subd. 16. Investment of assets. The exchange must certify to the State Board of13.6

Investment that a portion of the assets of the exchange, in the judgment of the exchange13.7

director, are not required for immediate use. Investment earnings on assets transferred to13.8

the State Board of Investment under this subdivision must be maintained in an account13.9

in the state treasury. Money in the account may be spent, as appropriated by law, for13.10

purposes related to assisting individuals in paying health insurance premiums and for13.11

making health insurance products more affordable.13.12

Subd. 17. Audit. The legislative auditor must audit the exchange, as provided in13.13

sections 3.971 and 3.972.13.14

Subd. 18. Insurance producers. An individual has the right to choose any13.15

insurance producer licensed in accident and health insurance under chapter 60K to assist13.16

the individual in purchasing an individual market health plan through the exchange. When13.17

a producer licensed in accident and health insurance under chapter 60K enrolls an eligible13.18

individual in the exchange, the health plan company chosen by the individual may pay the13.19

producer a commission.13.20

Subd. 19. Implementation. Health plan coverage through the exchange begins on13.21

January 1, 2012. The exchange must be operational to assist employers and individuals by13.22

July 1, 2011, and be prepared for enrollment by January 1, 2012.13.23

EFFECTIVE DATE. This section is effective the day following final enactment.13.24

Sec. 2. [62U.12] INTERSTATE COMPACTS.13.25

(a) The commissioner of commerce, in consultation with the commissioner of13.26

health, shall participate in discussions with the insurance regulators of other states about13.27

the possibility of entering into one or more interstate compacts to permit sale of health13.28

coverage across state lines, as authorized by federal law.13.29

(b) The commissioner may enter into a compact on behalf of the state only when13.30

authorized by state law to enter into the specific compact.13.31

Sec. 3. [62U.13] UNIVERSAL COVERAGE; INDIVIDUAL MANDATE.13.32

Subdivision 1. Individual mandate. Each resident of this state shall obtain and13.33

maintain continuous qualifying health coverage beginning January 1, 2012. A parent,13.34
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guardian, or other person responsible for financial support of a minor or incapacitated adult14.1

is responsible for obtaining and maintaining that coverage for the minor or incapacitated14.2

adult.14.3

Subd. 2. Qualifying coverage. For purposes of this section, "qualifying coverage"14.4

has the meaning given under federal law.14.5

Subd. 3. Satisfaction of individual mandate. Subdivision 1 may be complied with14.6

qualifying coverage provided through individual or group coverage in the private sector14.7

insurance market through: (1) self-funded employer or union-based group coverage; (2)14.8

coverage provided by or through a local, state, or federal government program; or (3)14.9

other qualifying coverage approved by the commissioner of revenue.14.10

Subd. 4. Guaranteed issue; individual market. Effective July 1, 2012, all private14.11

sector individual qualifying coverage marketed or sold in this state must be available on a14.12

guaranteed issue basis with no preexisting condition limitations or exclusions.14.13

Subd. 5. Community rating. Effective July 1, 2012, all qualifying coverage14.14

offered, issued, sold, or renewed in this state must have a premium rate that does not14.15

vary based on health status, age, gender, occupation, or any other factor other than the14.16

number of persons covered by the policy.14.17

Subd. 6. Enforcement. (a) The commissioner of revenue shall enforce subdivision14.18

1 and shall impose a penalty of $....... per month for each violation or other amount14.19

specified in federal law. The commissioner of revenue has authority to determine whether14.20

a violation has occurred, subject to appeal in a contested case hearing under chapter 14.14.21

(b) The commissioner of commerce or commissioner of health, whichever is the14.22

regulator of the type of health plan company involved, shall enforce subdivisions 2 to 5.14.23

Subd. 7. Transition for Minnesota Comprehensive Health Association enrollees.14.24

The Minnesota Health Insurance Exchange shall, effective January 1, 2012, automatically14.25

enroll all persons who were enrolled as of December 31, 2011, in the Minnesota14.26

Comprehensive Health Association, into individual qualifying coverage through the14.27

exchange. The exchange shall enroll the person into exchange-sponsored coverage as14.28

similar as possible to the coverage the person had through the Minnesota Comprehensive14.29

Health Association. The person may in the following six months switch to any other14.30

coverage available through the exchange with no penalty.14.31

Sec. 4. REVISOR'S INSTRUCTION.14.32

The revisor of statutes shall editorially remove from Minnesota Statutes and14.33

Minnesota Rules all references to the Minnesota Comprehensive Health Association,14.34

effective January 1, 2012.14.35
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Sec. 5. REPEALER; MINNESOTA COMPREHENSIVE HEALTH15.1

ASSOCIATION.15.2

Minnesota Statutes 2008, sections 62E.08; 62E.09; 62E.091; 62E.10; 62E.101;15.3

62E.11; 62E.12; 62E.13; 62E.14; 62E.141; 62E.15; 62E.16; 62E.18; and 62E.19, are15.4

repealed effective January 1, 2012.15.5
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62E.08 STATE PLAN PREMIUM.
Subdivision 1. Establishment. The association shall establish the following maximum

premiums to be charged for membership in the comprehensive health insurance plan:
(a) the premium for the number one qualified plan shall range from a minimum of 101

percent to a maximum of 125 percent of the weighted average of rates charged by those insurers
and health maintenance organizations with individuals enrolled in:

(1) $1,000 annual deductible individual plans of insurance in force in Minnesota;
(2) individual health maintenance organization contracts of coverage with a $1,000 annual

deductible which are in force in Minnesota; and
(3) other plans of coverage similar to plans offered by the association based on generally

accepted actuarial principles;
(b) the premium for the number two qualified plan shall range from a minimum of 101

percent to a maximum of 125 percent of the weighted average of rates charged by those insurers
and health maintenance organizations with individuals enrolled in:

(1) $500 annual deductible individual plans of insurance in force in Minnesota;
(2) individual health maintenance organization contracts of coverage with a $500 annual

deductible which are in force in Minnesota; and
(3) other plans of coverage similar to plans offered by the association based on generally

accepted actuarial principles;
(c) the premiums for the plans with a $2,000, $5,000, or $10,000 annual deductible shall

range from a minimum of 101 percent to a maximum of 125 percent of the weighted average of
rates charged by those insurers and health maintenance organizations with individuals enrolled in:

(1) $2,000, $5,000, or $10,000 annual deductible individual plans, respectively, in force in
Minnesota; and

(2) individual health maintenance organization contracts of coverage with a $2,000,
$5,000, or $10,000 annual deductible, respectively, which are in force in Minnesota; or

(3) other plans of coverage similar to plans offered by the association based on generally
accepted actuarial principles;

(d) the premium for each type of Medicare supplement plan required to be offered by the
association pursuant to section 62E.12 shall range from a minimum of 101 percent to a maximum
of 125 percent of the weighted average of rates charged by those insurers and health maintenance
organizations with individuals enrolled in:

(1) Medicare supplement plans in force in Minnesota;
(2) health maintenance organization Medicare supplement contracts of coverage which are

in force in Minnesota; and
(3) other plans of coverage similar to plans offered by the association based on generally

accepted actuarial principles; and
(e) the charge for health maintenance organization coverage shall be based on generally

accepted actuarial principles.
The list of insurers and health maintenance organizations whose rates are used to establish

the premium for coverage offered by the association pursuant to paragraphs (a) to (d) shall be
established by the commissioner on the basis of information which shall be provided to the
association by all insurers and health maintenance organizations annually at the commissioner's
request. This information shall include the number of individuals covered by each type of plan or
contract specified in paragraphs (a) to (d) that is sold, issued, and renewed by the insurers and
health maintenance organizations, including those plans or contracts available only on a renewal
basis. The information shall also include the rates charged for each type of plan or contract.

In establishing premiums pursuant to this section, the association shall utilize generally
accepted actuarial principles, provided that the association shall not discriminate in charging
premiums based upon sex. In order to compute a weighted average for each type of plan or
contract specified under paragraphs (a) to (d), the association shall, using the information collected
pursuant to this subdivision, list insurers and health maintenance organizations in rank order of
the total number of individuals covered by each insurer or health maintenance organization. The
association shall then compute a weighted average of the rates charged for coverage by all the
insurers and health maintenance organizations by:

(1) multiplying the numbers of individuals covered by each insurer or health maintenance
organization by the rates charged for coverage;

(2) separately summing both the number of individuals covered by all the insurers and
health maintenance organizations and all the products computed under clause (1); and
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(3) dividing the total of the products computed under clause (1) by the total number of
individuals covered.

The association may elect to use a sample of information from the insurers and health
maintenance organizations for purposes of computing a weighted average. In no case, however,
may a sample used by the association to compute a weighted average include information from
fewer than the two insurers or health maintenance organizations highest in rank order.

Subd. 2. Self-supporting. Subject to subdivision 1, the schedule of premiums for
coverage under the comprehensive health insurance plan shall be designed to be self-supporting
and based on generally accepted actuarial principles.

Subd. 3. Determination of rates. Premium rates under this section must be determined
annually. These rates are effective July 1 of each year and must be based on a survey of approved
rates of insurers and health maintenance organizations in effect, or to be in effect, on April 1 of
the same calendar year. These rates may be trended to July 1 in order to reflect economic and
inflationary changes.

Subd. 4. Smoker's rates. The association may establish smoker and nonsmoker premium
rates that are based on generally accepted actuarial principles.

62E.09 DUTIES OF COMMISSIONER.
The commissioner may:
(a) formulate general policies to advance the purposes of sections 62E.01 to 62E.19;
(b) supervise the creation of the Minnesota Comprehensive Health Association within the

limits described in section 62E.10;
(c) approve the selection of the writing carrier by the association, approve the association's

contract with the writing carrier, and approve the state plan coverage;
(d) appoint advisory committees;
(e) conduct periodic audits to assure the general accuracy of the financial data submitted

by the writing carrier and the association;
(f) contract with the federal government or any other unit of government to ensure

coordination of the state plan with other governmental assistance programs;
(g) undertake directly or through contracts with other persons studies or demonstration

programs to develop awareness of the benefits of sections 62E.01 to 62E.16, so that the residents
of this state may best avail themselves of the health care benefits provided by these sections;

(h) contract with insurers and others for administrative services; and
(i) adopt, amend, suspend and repeal rules as reasonably necessary to carry out and make

effective the provisions and purposes of sections 62E.01 to 62E.19.

62E.091 APPROVAL OF STATE PLAN PREMIUMS.
The association shall submit to the commissioner any premiums it proposes to become

effective for coverage under the comprehensive health insurance plan, pursuant to section 62E.08,
subdivision 3. No later than 45 days before the effective date for premiums specified in section
62E.08, subdivision 3, the commissioner shall approve, modify, or reject the proposed premiums
on the basis of the following criteria:

(a) whether the association has complied with the provisions of section 62E.11,
subdivision 11;

(b) whether the association has submitted the proposed premiums in a manner which
provides sufficient time for individuals covered under the comprehensive insurance plan to receive
notice of any premium increase no less than 30 days prior to the effective date of the increase;

(c) the degree to which the association's computations and conclusions are consistent
with section 62E.08;

(d) the degree to which any sample used to compute a weighted average by the association
pursuant to section 62E.08 reasonably reflects circumstances existing in the private marketplace
for individual coverage;

(e) the degree to which a weighted average computed pursuant to section 62E.08 that
uses information pertaining to individual coverage available only on a renewal basis reflects the
circumstances existing in the private marketplace for individual coverage;

(f) a comparison of the proposed increases with increases in the cost of medical care and
increases experienced in the private marketplace for individual coverage;

(g) the financial consequences to enrollees of the proposed increase;
(h) the actuarially projected effect of the proposed increase upon both total enrollment in,

and the nature of the risks assumed by, the comprehensive health insurance plan;
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(i) the relative solvency of the contributing members; and
(j) other factors deemed relevant by the commissioner.
In no case, however, may the commissioner approve premiums for those plans of coverage

described in section 62E.08, subdivision 1, paragraphs (a) to (d), that are lower than 101 percent
or greater than 125 percent of the weighted averages computed by the association pursuant to
section 62E.08. The commissioner shall support a decision to approve, modify, or reject any
premium proposed by the association with written findings and conclusions addressing each
criterion specified in this section. If the commissioner does not approve, modify, or reject the
premiums proposed by the association sooner than 45 days before the effective date for premiums
specified in section 62E.08, subdivision 3, the premiums proposed by the association under this
section become effective.

62E.10 COMPREHENSIVE HEALTH ASSOCIATION.
Subdivision 1. Creation; tax exemption. There is established a Comprehensive Health

Association to promote the public health and welfare of the state of Minnesota with membership
consisting of all insurers; self-insurers; fraternals; joint self-insurance plans regulated under
chapter 62H; the Minnesota employees insurance program established in section 43A.317,
effective July 1, 1993; health maintenance organizations; and community integrated service
networks licensed or authorized to do business in this state. The Comprehensive Health
Association is exempt from the taxes imposed under chapter 297I and any other laws of this state
and all property owned by the association is exempt from taxation.

Subd. 2. Board of directors; organization. The board of directors of the association
shall be made up of eleven members as follows: six directors selected by contributing members,
subject to approval by the commissioner, one of which must be a health actuary; five public
directors selected by the commissioner, at least two of whom must be plan enrollees, two of whom
are covered under an individual plan subject to assessment under section 62E.11 or group plan
offered by an employer subject to assessment under section 62E.11, and one of whom must be a
licensed insurance agent. At least two of the public directors must reside outside of the seven
county metropolitan area. In determining voting rights at members' meetings, each member
shall be entitled to vote in person or proxy. The vote shall be a weighted vote based upon the
member's cost of self-insurance, accident and health insurance premium, subscriber contract
charges, health maintenance contract payment, or community integrated service network payment
derived from or on behalf of Minnesota residents in the previous calendar year, as determined
by the commissioner. In approving directors of the board, the commissioner shall consider,
among other things, whether all types of members are fairly represented. Directors selected
by contributing members may be reimbursed from the money of the association for expenses
incurred by them as directors, but shall not otherwise be compensated by the association for their
services. The costs of conducting meetings of the association and its board of directors shall be
borne by members of the association.

Subd. 2a. Appeals. A person may appeal to the commissioner within 30 days after notice
of an action, ruling, or decision by the board.

A final action or order of the commissioner under this subdivision is subject to judicial
review in the manner provided by chapter 14.

In lieu of the appeal to the commissioner, a person may seek judicial review of the
board's action.

Subd. 3. Mandatory membership. All members shall maintain their membership in
the association as a condition of doing accident and health insurance, self-insurance, health
maintenance organization, or community integrated service network business in this state.
The association shall submit its articles, bylaws and operating rules to the commissioner for
approval; provided that the adoption and amendment of articles, bylaws and operating rules by the
association and the approval by the commissioner thereof shall be exempt from the provisions of
sections 14.001 to 14.69.

Subd. 4. Open meetings. All meetings of the association, its board, and any committees
of the association shall comply with the provisions of chapter 13D, except that during any portion
of a meeting during which an enrollee's appeal of an action of the writing carrier is being heard,
that portion of the meeting must be closed at the enrollee's request.

Subd. 6. Antitrust exemption. In the performance of their duties as members of the
association, the members shall be exempt from the provisions of sections 325D.49 to 325D.66.

Subd. 7. General powers. The association may:
(a) Exercise the powers granted to insurers under the laws of this state;
(b) Sue or be sued;
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(c) Enter into contracts with insurers, similar associations in other states or with other
persons for the performance of administrative functions including the functions provided for
in clauses (e) and (f);

(d) Establish administrative and accounting procedures for the operation of the association;
(e) Provide for the reinsuring of risks incurred as a result of issuing the coverages required

by sections 62E.04 and 62E.16 by members of the association. Each member which elects to
reinsure its required risks shall determine the categories of coverage it elects to reinsure in the
association. The categories of coverage are:

(1) individual qualified plans, excluding group conversions;
(2) group conversions;
(3) group qualified plans with fewer than 50 employees or members; and
(4) major medical coverage.
A separate election may be made for each category of coverage. If a member elects to

reinsure the risks of a category of coverage, it must reinsure the risk of the coverage of every
life covered under every policy issued in that category. A member electing to reinsure risks of a
category of coverage shall enter into a contract with the association establishing a reinsurance
plan for the risks. This contract may include provision for the pooling of members' risks reinsured
through the association and it may provide for assessment of each member reinsuring risks for
losses and operating and administrative expenses incurred, or estimated to be incurred in the
operation of the reinsurance plan. This reinsurance plan shall be approved by the commissioner
before it is effective. Members electing to administer the risks which are reinsured in the
association shall comply with the benefit determination guidelines and accounting procedures
established by the association. The fee charged by the association for the reinsurance of risks
shall not be less than 110 percent of the total anticipated expenses incurred by the association for
the reinsurance; and

(f) Provide for the administration by the association of policies which are reinsured
pursuant to clause (e). Each member electing to reinsure one or more categories of coverage in
the association may elect to have the association administer the categories of coverage on the
member's behalf. If a member elects to have the association administer the categories of coverage,
it must do so for every life covered under every policy issued in that category. The fee for the
administration shall not be less than 110 percent of the total anticipated expenses incurred by the
association for the administration.

Subd. 8. Department of state exemption. The association is exempt from the
Administrative Procedure Act but, to the extent authorized by law to adopt rules, the association
may use the provisions of section 14.386, paragraph (a), clauses (1) and (3). Section 14.386,
paragraph (b), does not apply to these rules.

Subd. 9. Experimental delivery method. The association may petition the commissioner
of commerce for a waiver to allow the experimental use of alternative means of health care
delivery. The commissioner may approve the use of the alternative means the commissioner
considers appropriate. The commissioner may waive any of the requirements of this chapter and
chapters 60A, 62A, and 62D in granting the waiver. The commissioner may also grant to the
association any additional powers as are necessary to facilitate the specific waiver, including the
power to implement a provider payment schedule.

Subd. 10. Cost containment goals. (a) By July 1, 2001, the association shall investigate
managed care delivery systems, and if cost effective, enter into contracts with third-party entities
as provided in section 62E.101.

(b) By July 1, 2001, the association shall establish a system to annually identify individuals
insured by the Minnesota Comprehensive Health Association who may be eligible for private
health care coverage, medical assistance, state drug programs, or other state or federal programs
and notify them about their eligibility for these programs.

(c) The association shall endeavor to reduce health care costs using additional methods
consistent with effective patient care. At a minimum, by July 1, 2001, the association shall:

(1) develop a focused chronic disease management and case management program;
(2) develop a comprehensive program of preventive care; and
(3) implement a total drug formulary program.
The association may establish an enrollee incentive based on enrollee participation in the

chronic disease management and case management program developed under this section.

62E.101 MANAGED CARE DELIVERY METHOD.
The association may form a preferred provider network or contract with an existing

provider network, health maintenance organization, or nonprofit health service plan corporation
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to deliver the services and benefits provided for in the plans of health coverage offered. If the
association does not contract with an existing provider network, health maintenance organization,
or nonprofit health service plan corporation, the association may adopt a provider payment
schedule and negotiate provider payment rates subject to the approval of the commissioner.

62E.11 OPERATION OF COMPREHENSIVE PLAN.
Subdivision 1. Enrollment. Upon certification as an eligible person in the manner

provided by section 62E.14, an eligible person may enroll in the comprehensive health insurance
plan by payment of the state plan premium to the writing carrier.

Subd. 2. Employer premium payment. Any employer which has in its employ one or
more eligible persons enrolled in the comprehensive health insurance plan may make all or any
portion of the state plan premium payment to the state plan directly to the writing carrier.

Subd. 3. Claims payments. Not less than 85 percent of the state plan premium paid to the
writing carrier shall be used to pay claims, and not more than 15 percent shall be used for the
payment of agent referral fees as authorized in section 62E.15, subdivision 3 and for payment of
the writing carrier's direct and indirect expenses, as specified in section 62E.13, subdivision 7.

Subd. 4. Net income. Any income in excess of the costs incurred by the association in
providing reinsurance or administrative services pursuant to section 62E.07, clauses (e) and (f)
shall be held at interest and used by the association to offset losses due to claims expenses of the
state plan or allocated to reduce state plan premiums.

Subd. 5. Allocation of losses. Each contributing member of the association shall share
the losses due to claims expenses of the comprehensive health insurance plan for plans issued
or approved for issuance by the association, and shall share in the operating and administrative
expenses incurred or estimated to be incurred by the association incident to the conduct of its
affairs. Claims expenses of the state plan which exceed the premium payments allocated to the
payment of benefits shall be the liability of the contributing members. Contributing members
shall share in the claims expense of the state plan and operating and administrative expenses of
the association in an amount equal to the ratio of the contributing member's total accident and
health insurance premium, received from or on behalf of Minnesota residents as divided by the
total accident and health insurance premium, received by all contributing members from or on
behalf of Minnesota residents, as determined by the commissioner. Payments made by the state
to a contributing member for medical assistance, MinnesotaCare, or general assistance medical
care services according to chapters 256, 256B, and 256D shall be excluded when determining a
contributing member's total premium.

Subd. 6. Member assessments. The association shall make an annual determination of
each contributing member's liability, if any, and may make an annual fiscal year end assessment if
necessary. The association may also, subject to the approval of the commissioner, provide for
interim assessments against the contributing members whose aggregate assessments comprised
a minimum of 90 percent of the most recent prior annual assessment, in the event that the
association deems that methodology to be the most administratively efficient and cost-effective
means of assessment, and as may be necessary to assure the financial capability of the association
in meeting the incurred or estimated claims expenses of the state plan and operating and
administrative expenses of the association until the association's next annual fiscal year end
assessment. Payment of an assessment shall be due within 30 days of receipt by a contributing
member of a written notice of a fiscal year end or interim assessment. Failure by a contributing
member to tender to the association the assessment within 30 days shall be grounds for termination
of the contributing member's membership. A contributing member which ceases to do accident
and health insurance business within the state shall remain liable for assessments through the
calendar year during which accident and health insurance business ceased. The association may
decline to levy an assessment against a contributing member if the assessment, as determined
herein, would not exceed ten dollars.

Subd. 7. Net gain. Net gains, if any, from the operation of the state plan shall be held at
interest and used by the association to offset future losses due to claims expenses of the state plan
or allocated to reduce state plan premiums.

Subd. 9. Special assessment upon termination of individual health coverage. Each
contributing member that terminates individual health coverage for reasons other than (a)
nonpayment of premium; (b) failure to make co-payments; (c) enrollee moving out of the area
served; or (d) a materially false statement or misrepresentation by the enrollee in the application
for membership; and does not provide or arrange for replacement coverage that meets the
requirements of section 62D.121; shall pay a special assessment to the state plan based upon the
number of terminated individuals who join the comprehensive health insurance plan as authorized
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under section 62E.14, subdivisions 1, paragraph (d), and 6. Such a contributing member shall pay
the association an amount equal to the average cost of an enrollee in the state plan in the year in
which the member terminated enrollees multiplied by the total number of terminated enrollees
who enroll in the state plan.

The average cost of an enrollee in the state comprehensive health insurance plan shall
be determined by dividing the state plan's total annual losses by the total number of enrollees
from that year. This cost will be assessed to the contributing member who has terminated health
coverage before the association makes the annual determination of each contributing member's
liability as required under this section.

In the event that the contributing member is terminating health coverage because of a loss
of health care providers, the commissioner may review whether or not the special assessment
established under this subdivision will have an adverse impact on the contributing member or its
enrollees or insureds, including but not limited to causing the contributing member to fall below
statutory net worth requirements. If the commissioner determines that the special assessment
would have an adverse impact on the contributing member or its enrollees or insureds, the
commissioner may adjust the amount of the special assessment, or establish alternative payment
arrangements to the state plan. For health maintenance organizations regulated under chapter
62D, the commissioner of health shall make the determination regarding any adjustment in the
special assessment and shall transmit that determination to the commissioner of commerce.

Subd. 10. Termination of individual plan without replacement coverage. Any
contributing members who have terminated individual health plans and do not provide or arrange
for replacement coverage that meets the requirements of section 62D.121, and whose former
insureds or enrollees enroll in the state comprehensive health insurance plan with a waiver of
the preexisting conditions pursuant to section 62E.14, subdivisions 1, paragraph (d), and 6, will
be liable for the costs of any preexisting conditions of their former enrollees or insureds treated
during the first six months of coverage under the state plan. The liability for preexisting conditions
will be assessed before the association makes the annual determination of each contributing
member's liability as required under this section.

Subd. 11. Rate increase or benefit change. The association must hold a public meeting
to hear public comment at least two weeks before filing a rate increase or benefit change with the
commissioner. Notice of the public meeting to hear public comment must be mailed at least two
weeks before the meeting to all plan enrollees.

Subd. 13. State funding; effect on premium rates of members. In approving the
premium rates as required in sections 62A.65, subdivision 3; and 62L.08, subdivision 8, the
commissioners of health and commerce shall ensure that any appropriation to reduce the annual
assessment made on the contributing members to cover the costs of the Minnesota comprehensive
health insurance plan as required under this section is reflected in the premium rates charged by
each contributing member.

62E.12 MINIMUM BENEFITS OF COMPREHENSIVE HEALTH INSURANCE
PLAN.

(a) The association through its comprehensive health insurance plan shall offer policies
which provide the benefits of a number one qualified plan and a number two qualified plan,
except that the maximum lifetime benefit on these plans shall be $5,000,000; and an extended
basic Medicare supplement plan and a basic Medicare supplement plan as described in sections
62A.3099 to 62A.44. The association may also offer a plan that is identical to a number one
and number two qualified plan except that it has a $2,000 annual deductible and a $5,000,000
maximum lifetime benefit. The association, subject to the approval of the commissioner, may also
offer plans that are identical to the number one or number two qualified plan, except that they
have annual deductibles of $5,000 and $10,000, respectively; have limitations on total annual
out-of-pocket expenses equal to those annual deductibles and therefore cover 100 percent of the
allowable cost of covered services in excess of those annual deductibles; and have a $5,000,000
maximum lifetime benefit. The association, subject to approval of the commissioner, may also
offer plans that meet all other requirements of state law except those that are inconsistent with
high deductible health plans as defined in sections 220 and 223 of the Internal Revenue Code and
supporting regulations. As of January 1, 2006, the association shall no longer be required to offer
an extended basic Medicare supplement plan.

(b) The requirement that a policy issued by the association must be a qualified plan is
satisfied if the association contracts with a preferred provider network and the level of benefits
for services provided within the network satisfies the requirements of a qualified plan. If the
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association uses a preferred provider network, payments to nonparticipating providers must meet
the minimum requirements of section 72A.20, subdivision 15.

(c) The association shall offer health maintenance organization contracts in those areas of
the state where a health maintenance organization has agreed to make the coverage available and
has been selected as a writing carrier.

(d) Notwithstanding the provisions of section 62E.06 and unless those charges are billed
by a provider that is part of the association's preferred provider network, the state plan shall
exclude coverage of services of a private duty nurse other than on an inpatient basis and any
charges for treatment in a hospital located outside of the state of Minnesota in which the covered
person is receiving treatment for a mental or nervous disorder, unless similar treatment for the
mental or nervous disorder is medically necessary, unavailable in Minnesota and provided upon
referral by a licensed Minnesota medical practitioner.

62E.13 ADMINISTRATION OF PLAN.
Subdivision 1. Submission of plans of coverage. Any member of the association may

submit to the commissioner the policies of accident and health insurance or the health maintenance
organization contracts which are being proposed to serve in the comprehensive health insurance
plan. The time and manner of the submission shall be prescribed by rule of the commissioner.

Subd. 2. Selection of writing carrier. The association may select policies and contracts,
or parts thereof, submitted by a member or members of the association, or by the association or
others, to develop specifications for bids from any entity which wishes to be selected as a writing
carrier to administer the state plan. The selection of the writing carrier shall be based upon criteria
established by the board of directors of the association and approved by the commissioner. The
criteria shall outline specific qualifications that an entity must satisfy in order to be selected
and, at a minimum, shall include the entity's proven ability to handle large group accident and
health insurance cases, efficient claim paying capacity, and the estimate of total charges for
administering the plan. The association may select separate writing carriers for the two types of
qualified plans and the $2,000, $5,000, and $10,000 deductible plans, the Medicare supplement
plans, and the health maintenance organization contract.

Subd. 3. Duties of writing carrier. The writing carrier shall perform all administrative
and claims payment functions required by this section. The writing carrier shall provide these
services for a period of five years, unless a request to terminate is approved by the commissioner.
The commissioner shall approve or deny a request to terminate within 90 days of its receipt.
A failure to make a final decision on a request to terminate within the specified period shall
be deemed to be an approval. Six months prior to the expiration of each five-year period, the
association shall invite submissions of policy forms from members of the association, including
the writing carrier. The association shall follow the provisions of subdivision 2 in selecting a
writing carrier for the subsequent five-year period.

Subd. 3a. Extension of writing carrier contract. Subject to the approval of the
commissioner, and subject to the consent of the writing carrier, the association may extend the
effective writing carrier contract for a period not to exceed three years, if the association and the
commissioner determine that it would be in the best interest of the association's enrollees and
contributing members. This subdivision applies notwithstanding anything to the contrary in
subdivisions 2 and 3.

Subd. 4. Policy or certificate of coverage to enrollees. The writing carrier shall provide
to all eligible persons enrolled in the plan an individual policy or certificate, setting forth a
statement as to the insurance protection to which they are entitled, with whom claims are to be
filed and to whom benefits are payable. The policy or certificate shall indicate that coverage
was obtained through the association.

Subd. 5. Monthly report on operation of state plan. The writing carrier shall submit to
the association and the commissioner on a monthly basis a report on the operation of the state
plan. Specific information to be contained in this report shall be determined by the association
prior to the effective date of the state plan.

Subd. 6. Claims payments. All claims shall be paid by the writing carrier pursuant to the
provisions of sections 62E.01 to 62E.19, and shall indicate that the claim was paid by the state
plan. Each claim payment shall include information specifying the procedure to be followed in
the event of a dispute over the amount of payment.

Subd. 7. Reimbursement of writing carriers expenses. The writing carrier shall be
reimbursed from the state plan premiums received for its direct and indirect expenses. Direct and
indirect expenses shall include, but need not be limited to, a pro rata reimbursement for that
portion of the writing carrier's administrative, printing, claims administration, management and
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building overhead expenses which are assignable to the maintenance and administration of the
state plan. The association shall approve cost accounting methods to substantiate the writing
carrier's cost reports consistent with generally accepted accounting principles. Direct and indirect
expenses shall not include costs directly related to the original submission of policy forms prior
to selection as the writing carrier.

Subd. 8. Writing carrier as agent. The writing carrier shall at all times when carrying
out its duties under sections 62E.01 to 62E.19 be considered an agent of the association and the
commissioner with civil liability subject to the provisions of section 3.751.

Subd. 10. Premiums not subject to tax. Premiums received by the writing carrier for the
comprehensive health insurance plan are exempt from the taxes imposed under chapter 297I.

Subd. 11. Classification of PPO agreement data. If the writing carrier uses its own
provider agreements for the association's preferred provider network in lieu of agreements
exclusively between the association and the providers, then the terms and conditions of those
agreements are nonpublic data as defined in section 13.02, subdivision 9.

62E.14 ENROLLMENT BY AN ELIGIBLE PERSON.
Subdivision 1. Application, contents. The comprehensive health insurance plan shall

be open for enrollment by eligible persons. An eligible person shall enroll by submission of an
application to the writing carrier. The application must provide the following:

(a) name, address, age, list of residences for the immediately preceding six months and
length of time at current residence of the applicant;

(b) name, address, and age of spouse and children if any, if they are to be insured;
(c) evidence of rejection, a requirement of restrictive riders, a rate up, or a preexisting

conditions limitation on a qualified plan, the effect of which is to substantially reduce coverage
from that received by a person considered a standard risk, by at least one association member
within six months of the date of the application, or other eligibility requirements adopted by
rule by the commissioner which are not inconsistent with this chapter and which evidence that
a person is unable to obtain coverage substantially similar to that which may be obtained by
a person who is considered a standard risk;

(d) if the applicant has been terminated from individual health coverage which does not
provide replacement coverage, evidence that no replacement coverage that meets the requirements
of section 62D.121 was offered, and evidence of termination of individual health coverage by an
insurer, nonprofit health service plan corporation, or health maintenance organization, provided
that the contract or policy has been terminated for reasons other than (1) failure to pay the charge
for health care coverage; (2) failure to make co-payments required by the health care plan; (3)
enrollee moving out of the area served; or (4) a materially false statement or misrepresentation by
the enrollee in the application for the terminated contract or policy; and

(e) a designation of the coverage desired.
An eligible person may not purchase more than one policy from the state plan. Upon

ceasing to be a resident of Minnesota a person is no longer eligible to purchase or renew coverage
under the state plan, except as required by state or federal law with respect to renewal of Medicare
supplement coverage.

Subd. 2. Writing carrier's response. Within 30 days of receipt of the application
described in subdivision 1, the writing carrier shall either reject the application for failing
to comply with the requirements in subdivision 1 or forward the eligible person a notice of
acceptance and billing information. If the applicant otherwise complies with the requirements
of sections 62E.01 to 62E.19, insurance shall be effective immediately upon receipt of the first
month's state plan premium, and shall be retroactive to the date the application was received by
the writing carrier, unless a different effective date is provided in this section.

Subd. 3. Preexisting conditions. No person who obtains coverage pursuant to this section
shall be covered for any preexisting condition during the first six months of coverage under the
state plan if the person was diagnosed or treated for that condition during the 90 days immediately
preceding the date the application was received by the writing carrier, except as provided under
subdivisions 4, 4a, 4b, 4c, 4d, 5, 6, and 7 and section 62E.18.

Subd. 3a. Waiver of preexisting condition. A person may enroll in the comprehensive
health plan with a waiver of the preexisting condition limitation described in section 62E.14,
subdivision 3, provided that the person meets the following requirements:

(1) group coverage was provided through a rehabilitation facility defined in section
268A.01, subdivision 6, and coverage was terminated;

(2) all other eligibility requirements for enrollment in the comprehensive health plan
are met; and
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(3) the person submitted an application that was received by the writing carrier no later
than 90 days after termination of previous coverage.

Subd. 4. Waiver of preexisting conditions for Medicare supplement plan enrollees.
Notwithstanding the above, any Minnesota resident holder of a policy or certificate of Medicare
supplement coverages pursuant to sections 62A.315 and 62A.316, or Medicare supplement plans
previously approved by the commissioner, may enroll in the comprehensive health insurance
plan as described in section 62E.07, with a waiver of the preexisting condition as described in
subdivision 3, without interruption in coverage, provided that the policy or certificate has been
terminated by the insurer for reasons other than nonpayment of premium and, provided further
that the option to enroll in the plan is exercised through submitting an application received by the
writing carrier no later than 90 days after termination of the existing contract or certificate.

Coverage in the state plan for purposes of this section shall be effective on the date of
termination upon receipt of the proper application by the writing carrier and payment of the
required premium. The application must include evidence of termination of the existing policy or
certificate.

Subd. 4a. Waiver of preexisting conditions for Minnesota residents. A person may
enroll in the comprehensive health plan with a waiver of the preexisting condition limitation
described in subdivision 3, provided that the following requirements are met:

(1) the person is a Minnesota resident eligible to enroll in the comprehensive health plan;
(2) the person:
(a) would be eligible for continuation under federal or state law if continuation coverage

were available or were required to be available;
(b) would be eligible for continuation under clause (a) except that the person was

exercising continuation rights and the continuation period required under federal or state law
has expired; or

(c) is eligible for continuation of health coverage under federal or state law;
(3) continuation coverage is not available; and
(4) the person's application for coverage is received by the writing carrier no later than 90

days after termination of prior coverage from a policy or plan.
Coverage in the comprehensive health plan is effective on the date of termination of

prior coverage. The availability of conversion rights does not affect a person's rights under
this subdivision.

Subd. 4b. Waiver of preexisting conditions for persons covered by retiree plans. A
person who was covered by a retiree health care plan may enroll in the comprehensive health plan
with a waiver of the preexisting condition limitation described in subdivision 3, provided that
the following requirements are met:

(1) the person is a Minnesota resident eligible to enroll in the comprehensive health plan;
(2) the person was covered by a retiree health care plan from an employer and the coverage

is no longer available to the person; and
(3) the person's application for coverage is received by the writing carrier no later than

90 days after termination of prior coverage.
Coverage in the comprehensive health plan is effective on the date of termination of prior

coverage. The availability of conversion rights does not affect a person's rights under this section.
Subd. 4c. Waiver of preexisting conditions for persons whose coverage is terminated

or who exceed the maximum lifetime benefit. (a) A Minnesota resident may enroll in the
comprehensive health plan with a waiver of the preexisting condition limitation described in
subdivision 3 if that persons's application for coverage is received by the writing carrier no later
than 90 days after termination of prior coverage and if the termination is for reasons other than
fraud or nonpayment of premiums.

For purposes of this paragraph, termination of prior coverage includes exceeding the
maximum lifetime benefit of existing coverage.

Coverage in the comprehensive health plan is effective on the date of termination of
prior coverage. The availability of conversion rights does not affect a person's rights under
this paragraph.

This section does not apply to prior coverage provided under policies designed primarily
to provide coverage payable on a per diem, fixed indemnity, or nonexpense incurred basis, or
policies providing only accident coverage.

(b) An eligible individual, as defined under United States Code, chapter 42, section
300gg-41(b) may enroll in the comprehensive health insurance plan with a waiver of the
preexisting condition limitation described in subdivision 3 and a waiver of the evidence of
rejection or similar events described in subdivision 1, clause (c). The eligible individual must
apply for enrollment under this paragraph by submitting a substantially complete application that
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is received by the writing carrier no later than 63 days after termination of prior coverage, and
coverage under the comprehensive health insurance plan is effective as of the date of receipt of
the complete application. The six-month durational residency requirement provided in section
62E.02, subdivision 13, does not apply with respect to eligibility for enrollment under this
paragraph, but the applicant must be a Minnesota resident as of the date that the application was
received by the writing carrier. A person's eligibility to enroll under this paragraph does not affect
the person's eligibility to enroll under any other provision.

(c) A qualifying individual, as defined in the Internal Revenue Code of 1986, section
35(e)(2)(B), who is eligible under the Federal Trade Act of 2002 for the credit for health insurance
costs under the Internal Revenue Code of 1986, section 35, may enroll in the comprehensive
health insurance plan with a waiver of the preexisting condition limitation described in
subdivision 3, and without presenting evidence of rejection or similar requirements described
in subdivision 1, paragraph (c). The six-month durational residency requirement provided in
section 62E.02, subdivision 13, does not apply with respect to eligibility for enrollment under
this paragraph, but the applicant must be a Minnesota resident as of the date of application. A
person's eligibility to enroll under this paragraph does not affect the person's eligibility to enroll
under any other provision. This paragraph is intended solely to meet the minimum requirements
necessary to qualify the comprehensive health insurance plan as qualified health coverage under
the Internal Revenue Code of 1986, section 35(e)(2).

Subd. 4d. Insurer insolvency; waiver of preexisting conditions. A Minnesota resident
who is otherwise eligible may enroll in the comprehensive health insurance plan with a waiver
of the preexisting condition limitation described in subdivision 3, if that person submits an
application for coverage that is received by the writing carrier no later than 90 days after
termination of prior coverage due to the insolvency of the insurer.

Coverage in the comprehensive insurance plan is effective on the date of termination of
prior coverage. The availability of conversion rights does not affect a person's rights under
this subdivision.

Subd. 4e. Waiver of preexisting conditions; persons covered by publicly funded
health programs. A person may enroll in the comprehensive plan with a waiver of the preexisting
condition limitation in subdivision 3, provided that:

(1) the person was formerly enrolled in the medical assistance, general assistance medical
care, or MinnesotaCare program;

(2) the person is a Minnesota resident; and
(3) the person submits an application for coverage that is received by the writing carrier

no later than 90 days after termination from medical assistance, general assistance medical care,
or MinnesotaCare program.

Subd. 5. Terminated employees. An employee who is voluntarily or involuntarily
terminated or laid off from employment and unable to exercise the option to continue coverage
under section 62A.17, and who is a Minnesota resident and who is otherwise eligible, may enroll
in the comprehensive health insurance plan, by submitting an application that is received by the
writing carrier no later than 90 days after termination or layoff, with a waiver of the preexisting
condition limitation set forth in subdivision 3.

Subd. 6. Termination of individual policy or contract. A Minnesota resident who
holds an individual health maintenance contract, individual nonprofit health service corporation
contract, or an individual insurance policy previously approved by the commissioners of health
or commerce, may enroll in the comprehensive health insurance plan with a waiver of the
preexisting condition as described in subdivision 3, without interruption in coverage, provided
(1) no replacement coverage that meets the requirements of section 62D.121 was offered by the
contributing member, and (2) the policy or contract has been terminated for reasons other than
(a) nonpayment of premium; (b) failure to make co-payments required by the health care plan;
(c) moving out of the area served; or (d) a materially false statement or misrepresentation by the
enrollee in the application for the terminated policy or contract; and, provided further, that the
option to enroll in the plan is exercised by submitting an application that is received by the writing
carrier no later than 90 days after termination of the existing policy or contract.

Coverage allowed under this section is effective when the contract or policy is terminated
and the enrollee has submitted the proper application that is received within the time period stated
in this subdivision and paid the required premium or fee.

Expenses incurred from the preexisting conditions of individuals enrolled in the state plan
under this subdivision must be paid by the contributing member canceling coverage as set forth
in section 62E.11, subdivision 10.

The application must include evidence of termination of the existing policy or certificate
as required in subdivision 1.
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Subd. 7. Terminations of conversion policies. (a) A Minnesota resident who is covered
by a conversion policy or contract of health coverage may enroll in the comprehensive health
plan with a waiver of the preexisting condition limitation in subdivision 3 and a waiver of the
evidence of rejection in subdivision 1, paragraph (c), at any time for any reason by submitting an
application that is received by the writing carrier during the term of coverage.

(b) A Minnesota resident who was covered by a conversion policy or contract of health
coverage may enroll in the comprehensive health plan with a waiver of the preexisting condition
limitation in subdivision 3 and a waiver of the evidence of rejection in subdivision 1, paragraph
(c), if that person applies for coverage by submitting an application that is received by the writing
carrier no later than 90 days after termination of the conversion policy or contract coverage
regardless of: (1) the reasons for the termination; or (2) the party terminating coverage.

(c) Coverage under this subdivision is effective upon termination of prior coverage if the
enrollee has submitted a completed application that is received within the time period stated in
paragraph (a) or (b), whichever applies, and paid the required premium or fee.

62E.141 INCLUSION IN EMPLOYER-SPONSORED PLAN.
No employee of an employer that offers a health plan, under which the employee is

eligible for coverage, is eligible to enroll, or continue to be enrolled, in the comprehensive health
association, except for enrollment or continued enrollment necessary to cover conditions that are
subject to an unexpired preexisting condition limitation, preexisting condition exclusion, or
exclusionary rider under the employer's health plan. This section does not apply to persons
enrolled in the Comprehensive Health Association as of June 30, 1993. With respect to persons
eligible to enroll in the health plan of an employer that has more than 29 current employees, as
defined in section 62L.02, this section does not apply to persons enrolled in the Comprehensive
Health Association as of December 31, 1994.

62E.15 SOLICITATION OF ELIGIBLE PERSONS.
Subdivision 1. Commissioner's duty. The association pursuant to a plan approved by the

commissioner shall disseminate appropriate information to the residents of this state regarding
the existence of the comprehensive health insurance plan and the means of enrollment. Means
of communication may include use of the press, radio and television, as well as publication
in appropriate state offices and publications.

Subd. 2. Association's duty. The association shall devise and implement means of
maintaining public awareness of the provisions of sections 62E.01 to 62E.19 and shall administer
these sections in a manner which facilitates public participation in the state plan.

Subd. 2a. Annual verification. The association may annually verify the uninsurability of
each policyholder to insure that only eligible persons are enrolled in the plan.

Subd. 3. Agent's referral fee. The writing carrier shall pay an agent's referral fee of $50
to each insurance agent who refers an applicant to the state plan, if the application is accepted.
Selling or marketing of qualified state plans shall not be limited to the writing carrier or its agents.
The referral fees shall be paid by the writing carrier from money received as premiums for the
state plan.

Subd. 4. Rejection or underwriting restrictions. Every insurer and health maintenance
organization which rejects or applies underwriting restrictions to an applicant for a plan of health
coverage shall: (1) provide the applicant with a written notice of rejection or the underwriting
restrictions applied to the applicant in a manner consistent with the requirements in section
72A.499; (2) notify the applicant of the existence of the state plan, the requirements for being
accepted in it, and the procedure for applying to it; and (3) provide the applicant with written
materials explaining the state plan in greater detail. This written material shall be provided by
the association to every insurer at no charge.

Subd. 5. Initial notification. Every insurer and health maintenance organization before
issuing a conversion policy or contract of health insurance shall:

(1) notify the applicant of the existence of the state plan, the requirements for being
accepted in it, the procedure for applying to it, and the plan rates; and

(2) provide the applicant with written materials explaining the state plan in greater detail.
This written material shall be provided by the association to every insurer and health maintenance
organization at no charge.

Subd. 6. Annual notification. Every insurer and health maintenance organization which
provides health coverage to an insured through a conversion plan shall annually:
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(1) notify the insured of the existence of the state plan, the requirements for being accepted
in it, the procedure for applying to it, and the plan rates; and

(2) provide the applicant with written materials explaining the state plan in greater detail.
This written material shall be provided by the association to every insurer and health maintenance
organization at no charge.

Subd. 7. Conversion rates. For Medicare supplement conversion policies issued prior to
August 1, 1992, the requirements of subdivisions 5 and 6 apply only when the conversion rates
offered to the applicant by the insurer or health maintenance organization exceed the association
rates.

62E.16 POLICY CONVERSION RIGHTS.
Every program of self-insurance, policy of group accident and health insurance or contract

of coverage by a health maintenance organization written or renewed in this state, shall include,
in addition to the provisions required by section 62A.17, the right to convert to an individual
coverage qualified plan without the addition of underwriting restrictions after the individual
insured has exhausted any continuation coverage provided under section 62A.146; 62A.148;
62A.17, subdivisions 1 and 2; 62A.20; 62A.21; 62C.142; 62D.101; or 62D.105, or continuation
coverage provided under federal law, if any continuation coverage is available to the individual,
and then leaves the group regardless of the reason for leaving the group or if an employer
member of a group ceases to remit payment so as to terminate coverage for its employees, or
upon cancellation or termination of the coverage for the group except where uninterrupted
and continuous group coverage is otherwise provided to the group. If the health maintenance
organization has canceled coverage for the group because of a loss of providers in a service area,
the health maintenance organization shall arrange for other health maintenance or indemnity
conversion options that shall be offered to enrollees without the addition of underwriting
restrictions. The required conversion contract must treat pregnancy the same as any other covered
illness under the conversion contract. The person may exercise this right to conversion within 30
days of exhausting any continuation coverage provided under section 62A.146; 62A.148; 62A.17,
subdivisions 1 and 2; 62A.20; or 62A.21, or continuation coverage provided under federal law,
and then leaving the group or within 30 days following receipt of due notice of cancellation
or termination of coverage of the group or of the employer member of the group and upon
payment of premiums from the date of termination or cancellation. Due notice of cancellation or
termination of coverage for a group or of the employer member of the group shall be provided to
each employee having coverage in the group by the insurer, self-insurer or health maintenance
organization canceling or terminating the coverage except where reasonable evidence indicates
that uninterrupted and continuous group coverage is otherwise provided to the group. Every
employer having a policy of group accident and health insurance, group subscriber or contract of
coverage by a health maintenance organization shall, upon request, provide the insurer or health
maintenance organization a list of the names and addresses of covered employees. Plans of health
coverage shall also include a provision which, upon the death of the individual in whose name the
contract was issued, permits every other individual then covered under the contract to elect, within
the period specified in the contract, to continue coverage under the same or a different contract
without the addition of underwriting restrictions until the individual would have ceased to have
been entitled to coverage had the individual in whose name the contract was issued lived. An
individual conversion contract issued by a health maintenance organization shall not be deemed to
be an individual enrollment contract for the purposes of section 62D.10. An individual health plan
offered under section 62A.65, subdivision 5, paragraph (b), to a person satisfies the health carrier's
obligation to offer conversion coverage under this section with respect to that person.

62E.18 HEALTH INSURANCE FOR RETIRED EMPLOYEES NOT ELIGIBLE
FOR MEDICARE.

A Minnesota resident who is age 65 or over and is not eligible for the health insurance
benefits of the federal Medicare program is entitled to purchase the benefits of a qualified plan,
one or two, or the $2,000, $5,000, or $10,000 annual deductible plan if available, offered by the
Minnesota Comprehensive Health Association without any of the limitations set forth in section
62E.14, subdivision 1, paragraph (c), and subdivision 3.

62E.19 PAYMENTS FOR PREEXISTING CONDITIONS.
Subdivision 1. Employer liability. An employer is liable to the association for the costs

of any preexisting conditions of the employer's former employees or their dependents during
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the first six months of coverage under the state comprehensive health insurance plan under the
following conditions:

(1)(i) the employer has terminated or laid off employees and is required to meet the notice
requirements under section 116L.976, subdivision 2;

(ii) the employer has failed to provide, arrange for, or make available continuation health
insurance coverage required to be provided under federal or state law to employees or their
dependents; and

(iii) the employer's former employees or their dependents enroll in the state comprehensive
health insurance plan with a waiver of the preexisting condition limitation under section 62E.14,
subdivision 4a or 5; or

(2)(i) the employer has terminated or allowed the employer's plan of health insurance
coverage to lapse within 90 days prior to the date of termination or layoff of an employee; and

(ii) the employer's former employees or their dependents enroll in the state comprehensive
health insurance plan with a waiver of the preexisting condition limitation under section 62E.14,
subdivision 4a or 5.

The employer shall pay a special assessment to the association for the costs of the
preexisting conditions. The special assessment may be assessed before the association makes the
annual determination of each contributing member's liability as required under this chapter. The
association may enforce the obligation to pay the special assessment by action, as a claim in an
insolvency proceeding, or by any other method not prohibited by law.

If the association makes the special assessment permitted by this subdivision, the
association may also make any assessment of contributing members otherwise permitted by law,
without regard to the special assessment permitted by this subdivision. Contributing members
must pay the assessment, subject to refund or adjustment in the event of receipt by the association
of any portion of the special assessment.

Subd. 2. Exemption. Subdivision 1 does not apply to a termination of or failure to
implement an employee health benefit plan which results from or occurs during a strike or
lockout, nor does it apply to employee health benefit plans separately provided by an employee
organization or bargaining agent, regardless of any financial contribution to the plan by the
employer.

256L.01 DEFINITIONS.
Subdivision 1. Scope. For purposes of this chapter, the following terms shall have the

meanings given them.
Subd. 1a. Child. "Child" means an individual under 21 years of age, including the unborn

child of a pregnant woman, an emancipated minor, and an emancipated minor's spouse.
Subd. 2. Commissioner. "Commissioner" means the commissioner of human services.
Subd. 3. Eligible providers. "Eligible providers" means those health care providers

who provide covered health services to medical assistance recipients under rules established by
the commissioner for that program.

Subd. 3a. Family with children. (a) "Family with children" means:
(1) parents and their children residing in the same household; or
(2) grandparents, foster parents, relative caretakers as defined in the medical assistance

program, or legal guardians; and their wards who are children residing in the same household.
(b) The term includes children who are temporarily absent from the household in settings

such as schools, camps, or parenting time with noncustodial parents.
Subd. 4a. Gross individual or gross family income. (a) "Gross individual or gross

family income" for nonfarm self-employed means income calculated for the 12-month period of
eligibility using as a baseline the adjusted gross income reported on the applicant's federal income
tax form for the previous year and adding back in depreciation, and carryover net operating loss
amounts that apply to the business in which the family is currently engaged.

(b) "Gross individual or gross family income" for farm self-employed means income
calculated for the 12-month period of eligibility using as the baseline the adjusted gross income
reported on the applicant's federal income tax form for the previous year.

(c) "Gross individual or gross family income" means the total income for all family
members, calculated for the 12-month period of eligibility.

Subd. 5. Income. (a) "Income" has the meaning given for earned and unearned income
for families and children in the medical assistance program, according to the state's aid to families
with dependent children plan in effect as of July 16, 1996. The definition does not include medical
assistance income methodologies and deeming requirements. The earned income of full-time
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and part-time students under age 19 is not counted as income. Public assistance payments and
supplemental security income are not excluded income.

(b) For purposes of this subdivision, and unless otherwise specified in this section, the
commissioner shall use reasonable methods to calculate gross earned and unearned income
including, but not limited to, projecting income based on income received within the past 30
days, the last 90 days, or the last 12 months.

256L.02 PROGRAM ADMINISTRATION.
Subdivision 1. Purpose. The MinnesotaCare program is established to promote access to

appropriate health care services to assure healthy children and adults.
Subd. 2. Commissioner's duties. The commissioner shall establish an office for the state

administration of this plan. The plan shall be used to provide covered health services for eligible
persons. Payment for these services shall be made to all eligible providers. The commissioner
shall adopt rules to administer the MinnesotaCare program. The commissioner shall establish
marketing efforts to encourage potentially eligible persons to receive information about the
program and about other medical care programs administered or supervised by the Department
of Human Services. A toll-free telephone number must be used to provide information about
medical programs and to promote access to the covered services.

Subd. 3. Financial management. (a) The commissioner shall manage spending for the
MinnesotaCare program in a manner that maintains a minimum reserve. As part of each state
revenue and expenditure forecast, the commissioner must make an assessment of the expected
expenditures for the covered services for the remainder of the current biennium and for the
following biennium. The estimated expenditure, including the reserve, shall be compared to an
estimate of the revenues that will be available in the health care access fund. Based on this
comparison, and after consulting with the chairs of the house of representatives Ways and Means
Committee and the senate Finance Committee, and the Legislative Commission on Health Care
Access, the commissioner shall, as necessary, make the adjustments specified in paragraph (b) to
ensure that expenditures remain within the limits of available revenues for the remainder of the
current biennium and for the following biennium. The commissioner shall not hire additional staff
using appropriations from the health care access fund until the commissioner of management and
budget makes a determination that the adjustments implemented under paragraph (b) are sufficient
to allow MinnesotaCare expenditures to remain within the limits of available revenues for the
remainder of the current biennium and for the following biennium.

(b) The adjustments the commissioner shall use must be implemented in this order:
first, stop enrollment of single adults and households without children; second, upon 45 days'
notice, stop coverage of single adults and households without children already enrolled in the
MinnesotaCare program; third, upon 90 days' notice, decrease the premium subsidy amounts
by ten percent for families with gross annual income above 200 percent of the federal poverty
guidelines; fourth, upon 90 days' notice, decrease the premium subsidy amounts by ten percent
for families with gross annual income at or below 200 percent; and fifth, require applicants
to be uninsured for at least six months prior to eligibility in the MinnesotaCare program. If
these measures are insufficient to limit the expenditures to the estimated amount of revenue, the
commissioner shall further limit enrollment or decrease premium subsidies.

256L.03 COVERED HEALTH SERVICES.
Subdivision 1. Covered health services. "Covered health services" means the health

services reimbursed under chapter 256B, with the exception of inpatient hospital services,
special education services, private duty nursing services, adult dental care services other than
services covered under section 256B.0625, subdivision 9, orthodontic services, nonemergency
medical transportation services, personal care assistant and case management services, nursing
home or intermediate care facilities services, inpatient mental health services, and chemical
dependency services.

No public funds shall be used for coverage of abortion under MinnesotaCare except
where the life of the female would be endangered or substantial and irreversible impairment of a
major bodily function would result if the fetus were carried to term; or where the pregnancy is
the result of rape or incest.

Covered health services shall be expanded as provided in this section.
Subd. 1a. Pregnant women and children; MinnesotaCare health care reform waiver.

Beginning January 1, 1999, children and pregnant women are eligible for coverage of all services
that are eligible for reimbursement under the medical assistance program according to chapter
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256B, except that abortion services under MinnesotaCare shall be limited as provided under
subdivision 1. Pregnant women and children are exempt from the provisions of subdivision 5,
regarding co-payments. Pregnant women and children who are lawfully residing in the United
States but who are not "qualified noncitizens" under title IV of the Personal Responsibility and
Work Opportunity Reconciliation Act of 1996, Public Law 104-193, Statutes at Large, volume
110, page 2105, are eligible for coverage of all services provided under the medical assistance
program according to chapter 256B.

Subd. 2. Alcohol and drug dependency. Beginning July 1, 1993, covered health services
shall include individual outpatient treatment of alcohol or drug dependency by a qualified health
professional or outpatient program.

Persons who may need chemical dependency services under the provisions of this chapter
shall be assessed by a local agency as defined under section 254B.01, and under the assessment
provisions of section 254A.03, subdivision 3. A local agency or managed care plan under contract
with the Department of Human Services must place a person in need of chemical dependency
services as provided in Minnesota Rules, parts 9530.6600 to 9530.6660. Persons who are
recipients of medical benefits under the provisions of this chapter and who are financially eligible
for consolidated chemical dependency treatment fund services provided under the provisions of
chapter 254B shall receive chemical dependency treatment services under the provisions of
chapter 254B only if:

(1) they have exhausted the chemical dependency benefits offered under this chapter; or
(2) an assessment indicates that they need a level of care not provided under the provisions

of this chapter.
Recipients of covered health services under the children's health plan, as provided in

Minnesota Statutes 1990, section 256.936, and as amended by Laws 1991, chapter 292, article
4, section 17, and recipients of covered health services enrolled in the children's health plan or
the MinnesotaCare program after October 1, 1992, pursuant to Laws 1992, chapter 549, article
4, sections 5 and 17, are eligible to receive alcohol and drug dependency benefits under this
subdivision.

Subd. 3. Inpatient hospital services. (a) Covered health services shall include inpatient
hospital services, including inpatient hospital mental health services and inpatient hospital and
residential chemical dependency treatment, subject to those limitations necessary to coordinate
the provision of these services with eligibility under the medical assistance spenddown. The
inpatient hospital benefit for adult enrollees who qualify under section 256L.04, subdivision 7, or
who qualify under section 256L.04, subdivisions 1 and 2, with family gross income that exceeds
200 percent of the federal poverty guidelines or 215 percent of the federal poverty guidelines on
or after July 1, 2009, and who are not pregnant, is subject to an annual limit of $10,000.

(b) Admissions for inpatient hospital services paid for under section 256L.11, subdivision
3, must be certified as medically necessary in accordance with Minnesota Rules, parts 9505.0500
to 9505.0540, except as provided in clauses (1) and (2):

(1) all admissions must be certified, except those authorized under rules established under
section 254A.03, subdivision 3, or approved under Medicare; and

(2) payment under section 256L.11, subdivision 3, shall be reduced by five percent for
admissions for which certification is requested more than 30 days after the day of admission.
The hospital may not seek payment from the enrollee for the amount of the payment reduction
under this clause.

Subd. 3a. Interpreter services. Covered services include sign and spoken language
interpreter services that assist an enrollee in obtaining covered health care services.

Subd. 4. Coordination with medical assistance. The commissioner shall coordinate
the provision of hospital inpatient services under the MinnesotaCare program with enrollee
eligibility under the medical assistance spenddown.

Subd. 5. Co-payments and coinsurance. (a) Except as provided in paragraphs (b) and
(c), the MinnesotaCare benefit plan shall include the following co-payments and coinsurance
requirements for all enrollees:

(1) ten percent of the paid charges for inpatient hospital services for adult enrollees,
subject to an annual inpatient out-of-pocket maximum of $1,000 per individual;

(2) $3 per prescription for adult enrollees;
(3) $25 for eyeglasses for adult enrollees;
(4) $3 per nonpreventive visit. For purposes of this subdivision, a "visit" means an episode

of service which is required because of a recipient's symptoms, diagnosis, or established illness,
and which is delivered in an ambulatory setting by a physician or physician ancillary, chiropractor,
podiatrist, nurse midwife, advanced practice nurse, audiologist, optician, or optometrist; and

(5) $6 for nonemergency visits to a hospital-based emergency room.
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(b) Paragraph (a), clause (1), does not apply to parents and relative caretakers of children
under the age of 21.

(c) Paragraph (a) does not apply to pregnant women and children under the age of 21.
(d) Paragraph (a), clause (4), does not apply to mental health services.
(e) Adult enrollees with family gross income that exceeds 200 percent of the federal

poverty guidelines or 215 percent of the federal poverty guidelines on or after July 1, 2009, and
who are not pregnant shall be financially responsible for the coinsurance amount, if applicable,
and amounts which exceed the $10,000 inpatient hospital benefit limit.

(f) When a MinnesotaCare enrollee becomes a member of a prepaid health plan, or
changes from one prepaid health plan to another during a calendar year, any charges submitted
towards the $10,000 annual inpatient benefit limit, and any out-of-pocket expenses incurred by
the enrollee for inpatient services, that were submitted or incurred prior to enrollment, or prior to
the change in health plans, shall be disregarded.

Subd. 6. Lien. When the state agency provides, pays for, or becomes liable for covered
health services, the agency shall have a lien for the cost of the covered health services upon any
and all causes of action accruing to the enrollee, or to the enrollee's legal representatives, as a
result of the occurrence that necessitated the payment for the covered health services. All liens
under this section shall be subject to the provisions of section 256.015. For purposes of this
subdivision, "state agency" includes prepaid health plans under contract with the commissioner
according to sections 256B.69, 256D.03, subdivision 4, paragraph (c), and 256L.12; and
county-based purchasing entities under section 256B.692.

256L.04 ELIGIBLE PERSONS.
Subdivision 1. Families with children. (a) Families with children with family income

equal to or less than 275 percent of the federal poverty guidelines for the applicable family size
shall be eligible for MinnesotaCare according to this section. All other provisions of sections
256L.01 to 256L.18, including the insurance-related barriers to enrollment under section 256L.07,
shall apply unless otherwise specified.

(b) Parents who enroll in the MinnesotaCare program must also enroll their children, if
the children are eligible. Children may be enrolled separately without enrollment by parents.
However, if one parent in the household enrolls, both parents must enroll, unless other insurance
is available. If one child from a family is enrolled, all children must be enrolled, unless other
insurance is available. If one spouse in a household enrolls, the other spouse in the household
must also enroll, unless other insurance is available. Families cannot choose to enroll only certain
uninsured members.

(c) Beginning October 1, 2003, the dependent sibling definition no longer applies to the
MinnesotaCare program. These persons are no longer counted in the parental household and
may apply as a separate household.

(d) Beginning July 1, 2003, or upon federal approval, whichever is later, parents are not
eligible for MinnesotaCare if their gross income exceeds $57,500.

(e) Children formerly enrolled in medical assistance and automatically deemed eligible for
MinnesotaCare according to section 256B.057, subdivision 2c, are exempt from the requirements
of this section until renewal.

Subd. 1a. Social Security number required. (a) Individuals and families applying for
MinnesotaCare coverage must provide a Social Security number.

(b) The commissioner shall not deny eligibility to an otherwise eligible applicant who has
applied for a Social Security number and is awaiting issuance of that Social Security number.

(c) Newborns enrolled under section 256L.05, subdivision 3, are exempt from the
requirements of this subdivision.

(d) Individuals who refuse to provide a Social Security number because of well-established
religious objections are exempt from the requirements of this subdivision. The term
"well-established religious objections" has the meaning given in Code of Federal Regulations,
title 42, section 435.910.

Subd. 2. Third-party liability, paternity, and other medical support. (a) To be
eligible for MinnesotaCare, individuals and families must cooperate with the state agency to
identify potentially liable third-party payers and assist the state in obtaining third-party payments.
"Cooperation" includes, but is not limited to, complying with the notice requirements in section
256B.056, subdivision 9, identifying any third party who may be liable for care and services
provided under MinnesotaCare to the enrollee, providing relevant information to assist the state in
pursuing a potentially liable third party, and completing forms necessary to recover third-party
payments.
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(b) A parent, guardian, relative caretaker, or child enrolled in the MinnesotaCare program
must cooperate with the Department of Human Services and the local agency in establishing the
paternity of an enrolled child and in obtaining medical care support and payments for the child
and any other person for whom the person can legally assign rights, in accordance with applicable
laws and rules governing the medical assistance program. A child shall not be ineligible for or
disenrolled from the MinnesotaCare program solely because the child's parent, relative caretaker,
or guardian fails to cooperate in establishing paternity or obtaining medical support.

Subd. 2a. Applications for other benefits. To be eligible for MinnesotaCare, individuals
and families must take all necessary steps to obtain other benefits as described in Code of Federal
Regulations, title 42, section 435.608. Applicants and enrollees must apply for other benefits
within 30 days of notification.

Subd. 7. Single adults and households with no children. (a) The definition of eligible
persons includes all individuals and households with no children who have gross family incomes
that are equal to or less than 200 percent of the federal poverty guidelines.

(b) Effective July 1, 2009, the definition of eligible persons includes all individuals and
households with no children who have gross family incomes that are equal to or less than 250
percent of the federal poverty guidelines.

Subd. 7. Single adults and households with no children. (a) The definition of eligible
persons includes all individuals and households with no children who have gross family incomes
that are equal to or less than 200 percent of the federal poverty guidelines.

(b) Effective July 1, 2009, the definition of eligible persons includes all individuals and
households with no children who have gross family incomes that are equal to or less than 250
percent of the federal poverty guidelines.

Subd. 7a. Ineligibility. Applicants whose income is greater than the limits established
under this section may not enroll in the MinnesotaCare program.

Subd. 7b. Annual income limits adjustment. The commissioner shall adjust the income
limits under this section each July 1 by the annual update of the federal poverty guidelines
following publication by the United States Department of Health and Human Services.

Subd. 8. Applicants potentially eligible for medical assistance. (a) Individuals who
receive supplemental security income or retirement, survivors, or disability benefits due to a
disability, or other disability-based pension, who qualify under subdivision 7, but who are
potentially eligible for medical assistance without a spenddown shall be allowed to enroll in
MinnesotaCare for a period of 60 days, so long as the applicant meets all other conditions of
eligibility. The commissioner shall identify and refer the applications of such individuals to their
county social service agency. The county and the commissioner shall cooperate to ensure that the
individuals obtain medical assistance coverage for any months for which they are eligible.

(b) The enrollee must cooperate with the county social service agency in determining
medical assistance eligibility within the 60-day enrollment period. Enrollees who do not cooperate
with medical assistance within the 60-day enrollment period shall be disenrolled from the plan
within one calendar month. Persons disenrolled for nonapplication for medical assistance may
not reenroll until they have obtained a medical assistance eligibility determination. Persons
disenrolled for noncooperation with medical assistance may not reenroll until they have cooperated
with the county agency and have obtained a medical assistance eligibility determination.

(c) Beginning January 1, 2000, counties that choose to become MinnesotaCare enrollment
sites shall consider MinnesotaCare applications to also be applications for medical assistance.
Applicants who are potentially eligible for medical assistance, except for those described in
paragraph (a), may choose to enroll in either MinnesotaCare or medical assistance.

(d) The commissioner shall redetermine provider payments made under MinnesotaCare
to the appropriate medical assistance payments for those enrollees who subsequently become
eligible for medical assistance.

Subd. 9. General assistance medical care. A person cannot have coverage under
both MinnesotaCare and general assistance medical care in the same month. Eligibility for
MinnesotaCare cannot be replaced by eligibility for general assistance medical care, and eligibility
for general assistance medical care cannot be replaced by eligibility for MinnesotaCare.

Subd. 10. Citizenship requirements. Eligibility for MinnesotaCare is limited to citizens
or nationals of the United States, qualified noncitizens, and other persons residing lawfully in
the United States as described in section 256B.06, subdivision 4, paragraphs (a) to (e) and (j).
Undocumented noncitizens and nonimmigrants are ineligible for MinnesotaCare. For purposes of
this subdivision, a nonimmigrant is an individual in one or more of the classes listed in United
States Code, title 8, section 1101(a)(15), and an undocumented noncitizen is an individual who
resides in the United States without the approval or acquiescence of the United States Citizenship
and Immigration Services. Families with children who are citizens or nationals of the United
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States must cooperate in obtaining satisfactory documentary evidence of citizenship or nationality
according to the requirements of the federal Deficit Reduction Act of 2005, Public Law 109-171.

Subd. 10a. Sponsor's income and resources deemed available; documentation. (a)
When determining eligibility for any federal or state benefits under sections 256L.01 to 256L.18,
the income and resources of all noncitizens whose sponsor signed an affidavit of support as
defined under United States Code, title 8, section 1183a, shall be deemed to include their
sponsors' income and resources as defined in the Personal Responsibility and Work Opportunity
Reconciliation Act of 1996, title IV, Public Law 104-193, sections 421 and 422, and subsequently
set out in federal rules. To be eligible for the program, noncitizens must provide documentation
of their immigration status.

(b) Beginning July 1, 2010, or upon federal approval, whichever is later, sponsor deeming
does not apply to pregnant women and children who are qualified noncitizens, as described in
section 256B.06, subdivision 4, paragraph (b).

Subd. 12. Persons in detention. Beginning January 1, 1999, an applicant residing in a
correctional or detention facility is not eligible for MinnesotaCare. An enrollee residing in a
correctional or detention facility is not eligible at renewal of eligibility under section 256L.05,
subdivision 3a.

Subd. 13. Families with relative caretakers, foster parents, or legal guardians.
Beginning January 1, 1999, in families that include a relative caretaker as defined in the medical
assistance program, foster parent, or legal guardian, the relative caretaker, foster parent, or legal
guardian may apply as a family or may apply separately for the children. If the caretaker applies
separately for the children, only the children's income is counted and the provisions of subdivision
1, paragraph (b), do not apply. If the relative caretaker, foster parent, or legal guardian applies
with the children, their income is included in the gross family income for determining eligibility
and premium amount.

256L.05 APPLICATION PROCEDURES.
Subdivision 1. Application assistance and information availability. (a) Applications

and application assistance must be made available at provider offices, local human services
agencies, school districts, public and private elementary schools in which 25 percent or more of
the students receive free or reduced price lunches, community health offices, Women, Infants and
Children (WIC) program sites, Head Start program sites, public housing councils, crisis nurseries,
child care centers, early childhood education and preschool program sites, legal aid offices, and
libraries. These sites may accept applications and forward the forms to the commissioner or local
county human services agencies that choose to participate as an enrollment site. Otherwise,
applicants may apply directly to the commissioner or to participating local county human services
agencies.

(b) Application assistance must be available for applicants choosing to file an online
application.

Subd. 1a. Person authorized to apply on applicant's behalf. Beginning January 1,
1999, a family member who is age 18 or over or who is an authorized representative, as defined in
the medical assistance program, may apply on an applicant's behalf.

Subd. 1b. MinnesotaCare enrollment by county agencies. Beginning September 1,
2006, county agencies shall enroll single adults and households with no children formerly enrolled
in general assistance medical care in MinnesotaCare according to section 256D.03, subdivision
3. County agencies shall perform all duties necessary to administer the MinnesotaCare program
ongoing for these enrollees, including the redetermination of MinnesotaCare eligibility at renewal.

Subd. 2. Commissioner's duties. The commissioner or county agency shall use
electronic verification as the primary method of income verification. If there is a discrepancy
between reported income and electronically verified income, an individual may be required to
submit additional verification. In addition, the commissioner shall perform random audits to
verify reported income and eligibility. The commissioner may execute data sharing arrangements
with the Department of Revenue and any other governmental agency in order to perform income
verification related to eligibility and premium payment under the MinnesotaCare program.

Subd. 3. Effective date of coverage. (a) The effective date of coverage is the first day of
the month following the month in which eligibility is approved and the first premium payment has
been received. As provided in section 256B.057, coverage for newborns is automatic from the
date of birth and must be coordinated with other health coverage. The effective date of coverage
for eligible newly adoptive children added to a family receiving covered health services is the
month of placement. The effective date of coverage for other new members added to the family is
the first day of the month following the month in which the change is reported. All eligibility
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criteria must be met by the family at the time the new family member is added. The income of the
new family member is included with the family's gross income and the adjusted premium begins
in the month the new family member is added.

(b) The initial premium must be received by the last working day of the month for
coverage to begin the first day of the following month.

(c) Benefits are not available until the day following discharge if an enrollee is hospitalized
on the first day of coverage.

(d) Notwithstanding any other law to the contrary, benefits under sections 256L.01
to 256L.18 are secondary to a plan of insurance or benefit program under which an eligible
person may have coverage and the commissioner shall use cost avoidance techniques to ensure
coordination of any other health coverage for eligible persons. The commissioner shall identify
eligible persons who may have coverage or benefits under other plans of insurance or who
become eligible for medical assistance.

(e) The effective date of coverage for single adults and households with no children
formerly enrolled in general assistance medical care and enrolled in MinnesotaCare according
to section 256D.03, subdivision 3, is the first day of the month following the last day of general
assistance medical care coverage.

Subd. 3a. Renewal of eligibility. (a) Beginning July 1, 2007, an enrollee's eligibility
must be renewed every 12 months. The 12-month period begins in the month after the month
the application is approved.

(b) Each new period of eligibility must take into account any changes in circumstances
that impact eligibility and premium amount. An enrollee must provide all the information needed
to redetermine eligibility by the first day of the month that ends the eligibility period. If there is
no change in circumstances, the enrollee may renew eligibility at designated locations that include
community clinics and health care providers' offices. The designated sites shall forward the
renewal forms to the commissioner. The commissioner may establish criteria and timelines for
sites to forward applications to the commissioner or county agencies. The premium for the new
period of eligibility must be received as provided in section 256L.06 in order for eligibility to
continue.

(c) For single adults and households with no children formerly enrolled in general
assistance medical care and enrolled in MinnesotaCare according to section 256D.03, subdivision
3, the first period of eligibility begins the month the enrollee submitted the application or renewal
for general assistance medical care.

(d) An enrollee who fails to submit renewal forms and related documentation necessary
for verification of continued eligibility in a timely manner shall remain eligible for one additional
month beyond the end of the current eligibility period before being disenrolled. The enrollee
remains responsible for MinnesotaCare premiums for the additional month.

Subd. 3b. Reapplication. Beginning January 1, 1999, families and individuals must
reapply after a lapse in coverage of one calendar month or more and must meet all eligibility
criteria.

Subd. 3c. Retroactive coverage. Notwithstanding subdivision 3, the effective date of
coverage shall be the first day of the month following termination from medical assistance or
general assistance medical care for families and individuals who are eligible for MinnesotaCare
and who submitted a written request for retroactive MinnesotaCare coverage with a completed
application within 30 days of the mailing of notification of termination from medical assistance or
general assistance medical care. The applicant must provide all required verifications within 30
days of the written request for verification. For retroactive coverage, premiums must be paid in full
for any retroactive month, current month, and next month within 30 days of the premium billing.

Subd. 4. Application processing. The commissioner of human services shall determine
an applicant's eligibility for MinnesotaCare no more than 30 days from the date that the application
is received by the Department of Human Services. Beginning January 1, 2000, this requirement
also applies to local county human services agencies that determine eligibility for MinnesotaCare.

Subd. 5. Availability of private insurance. The commissioner, in consultation with the
commissioners of health and commerce, shall provide information regarding the availability of
private health insurance coverage and the possibility of disenrollment under section 256L.07,
subdivision 1, paragraphs (b) and (c), to all: (1) families enrolled in the MinnesotaCare program
whose gross family income is equal to or more than 225 percent of the federal poverty guidelines;
and (2) single adults and households without children enrolled in the MinnesotaCare program
whose gross family income is equal to or more than 165 percent of the federal poverty guidelines.
This information must be provided upon initial enrollment and annually thereafter. The
commissioner shall also include information regarding the availability of private health insurance
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coverage in the notice of ineligibility provided to persons subject to disenrollment under section
256L.07, subdivision 1, paragraphs (b) and (c).

256L.06 PREMIUM ADMINISTRATION.
Subd. 3. Commissioner's duties and payment. (a) Premiums are dedicated to the

commissioner for MinnesotaCare.
(b) The commissioner shall develop and implement procedures to: (1) require enrollees to

report changes in income; (2) adjust sliding scale premium payments, based upon both increases
and decreases in enrollee income, at the time the change in income is reported; and (3) disenroll
enrollees from MinnesotaCare for failure to pay required premiums. Failure to pay includes
payment with a dishonored check, a returned automatic bank withdrawal, or a refused credit
card or debit card payment. The commissioner may demand a guaranteed form of payment,
including a cashier's check or a money order, as the only means to replace a dishonored, returned,
or refused payment.

(c) Premiums are calculated on a calendar month basis and may be paid on a monthly,
quarterly, or semiannual basis, with the first payment due upon notice from the commissioner of
the premium amount required. The commissioner shall inform applicants and enrollees of these
premium payment options. Premium payment is required before enrollment is complete and to
maintain eligibility in MinnesotaCare. Premium payments received before noon are credited the
same day. Premium payments received after noon are credited on the next working day.

(d) Nonpayment of the premium will result in disenrollment from the plan effective the
first day of the calendar month following the calendar month for which the premium was due.
Persons disenrolled for nonpayment or who voluntarily terminate coverage from the program may
not reenroll until four calendar months have elapsed. The commissioner shall waive premiums
for coverage provided under this paragraph to persons disenrolled for nonpayment who reapply
under section 256L.05, subdivision 3b. Persons disenrolled for nonpayment or who voluntarily
terminate coverage from the program may not reenroll for four calendar months unless the person
demonstrates good cause for nonpayment. Good cause does not exist if a person chooses to pay
other family expenses instead of the premium. The commissioner shall define good cause in rule.

256L.07 ELIGIBILITY FOR MINNESOTACARE.
Subdivision 1. General requirements. (a) Children enrolled in the original children's

health plan as of September 30, 1992, children who enrolled in the MinnesotaCare program
after September 30, 1992, pursuant to Laws 1992, chapter 549, article 4, section 17, and
children who have family gross incomes that are equal to or less than 150 percent of the federal
poverty guidelines are eligible without meeting the requirements of subdivision 2 and the
four-month requirement in subdivision 3, as long as they maintain continuous coverage in the
MinnesotaCare program or medical assistance. Children who apply for MinnesotaCare on or
after the implementation date of the employer-subsidized health coverage program as described
in Laws 1998, chapter 407, article 5, section 45, who have family gross incomes that are equal
to or less than 150 percent of the federal poverty guidelines, must meet the requirements of
subdivision 2 to be eligible for MinnesotaCare.

Families enrolled in MinnesotaCare under section 256L.04, subdivision 1, whose income
increases above 275 percent of the federal poverty guidelines, are no longer eligible for the
program and shall be disenrolled by the commissioner. Beginning January 1, 2008, individuals
enrolled in MinnesotaCare under section 256L.04, subdivision 7, whose income increases above
200 percent of the federal poverty guidelines or 250 percent of the federal poverty guidelines
on or after July 1, 2009, are no longer eligible for the program and shall be disenrolled by
the commissioner. For persons disenrolled under this subdivision, MinnesotaCare coverage
terminates the last day of the calendar month following the month in which the commissioner
determines that the income of a family or individual exceeds program income limits.

(b) Notwithstanding paragraph (a), children may remain enrolled in MinnesotaCare if
ten percent of their gross individual or gross family income as defined in section 256L.01,
subdivision 4, is less than the annual premium for a policy with a $500 deductible available
through the Minnesota Comprehensive Health Association. Children who are no longer eligible
for MinnesotaCare under this clause shall be given a 12-month notice period from the date that
ineligibility is determined before disenrollment. The premium for children remaining eligible
under this clause shall be the maximum premium determined under section 256L.15, subdivision
2, paragraph (b).
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(c) Notwithstanding paragraphs (a) and (b), parents are not eligible for MinnesotaCare if
gross household income exceeds $57,500 for the 12-month period of eligibility.

Subd. 2. Must not have access to employer-subsidized coverage. (a) To be eligible, a
family or individual must not have access to subsidized health coverage through an employer and
must not have had access to employer-subsidized coverage through a current employer for 18
months prior to application or reapplication. A family or individual whose employer-subsidized
coverage is lost due to an employer terminating health care coverage as an employee benefit
during the previous 18 months is not eligible.

(b) This subdivision does not apply to a family or individual who was enrolled
in MinnesotaCare within six months or less of reapplication and who no longer has
employer-subsidized coverage due to the employer terminating health care coverage as an
employee benefit.

(c) For purposes of this requirement, subsidized health coverage means health coverage
for which the employer pays at least 50 percent of the cost of coverage for the employee or
dependent, or a higher percentage as specified by the commissioner. Children are eligible for
employer-subsidized coverage through either parent, including the noncustodial parent. The
commissioner must treat employer contributions to Internal Revenue Code Section 125 plans and
any other employer benefits intended to pay health care costs as qualified employer subsidies
toward the cost of health coverage for employees for purposes of this subdivision.

Subd. 4. Families with children in need of chemical dependency treatment. Premiums
for families with children when a parent has been determined to be in need of chemical dependency
treatment pursuant to an assessment conducted by the county under section 626.556, subdivision
10, or a case plan under section 260C.201, subdivision 6, or 260C.212, who are eligible for
MinnesotaCare under section 256L.04, subdivision 1, may be paid by the county of residence of
the person in need of treatment for one year from the date the family is determined to be eligible
or if the family is currently enrolled in MinnesotaCare from the date the person is determined to
be in need of chemical dependency treatment. Upon renewal, the family is responsible for any
premiums owed under section 256L.15. If the family is not currently enrolled in MinnesotaCare,
the local county human services agency shall determine whether the family appears to meet the
eligibility requirements and shall assist the family in applying for the MinnesotaCare program.

Subd. 5. Voluntary disenrollment for members of military. Notwithstanding section
256L.05, subdivision 3b, MinnesotaCare enrollees who are members of the military and their
families, who choose to voluntarily disenroll from the program when one or more family members
are called to active duty, may reenroll during or following that member's tour of active duty.
Those individuals and families shall be considered to have good cause for voluntary termination
under section 256L.06, subdivision 3, paragraph (d). Income and asset increases reported at the
time of reenrollment shall be disregarded. All provisions of sections 256L.01 to 256L.18 shall
apply to individuals and families enrolled under this subdivision upon 12-month renewal.

Subd. 6. Exception for certain adults. Single adults and households with no children
formerly enrolled in general assistance medical care and enrolled in MinnesotaCare according
to section 256D.03, subdivision 3, are eligible without meeting the requirements of this section
until renewal.

Subd. 7. Exception for certain children. Children formerly enrolled in medical
assistance and automatically deemed eligible for MinnesotaCare according to section 256B.057,
subdivision 2c, are exempt from the requirements of this section until renewal.

256L.10 APPEALS.
If the commissioner suspends, reduces, or terminates eligibility for the MinnesotaCare

program, or services provided under the MinnesotaCare program, the commissioner must provide
notification according to the laws and rules governing the medical assistance program. A
MinnesotaCare program applicant or enrollee aggrieved by a determination of the commissioner
has the right to appeal the determination according to section 256.045.

256L.11 PROVIDER PAYMENT.
Subdivision 1. Medical assistance rate to be used. (a) Payment to providers under

sections 256L.01 to 256L.11 shall be at the same rates and conditions established for medical
assistance, except as provided in subdivisions 2 to 6.

(b) Effective for services provided on or after July 1, 2009, total payments for basic care
services shall be reduced by three percent, in accordance with section 256B.766. Payments made
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to managed care and county-based purchasing plans shall be reduced for services provided on or
after October 1, 2009, to reflect this reduction.

(c) Effective for services provided on or after July 1, 2009, payment rates for physician
and professional services shall be reduced as described under section 256B.76, subdivision 1,
paragraph (c). Payments made to managed care and county-based purchasing plans shall be
reduced for services provided on or after October 1, 2009, to reflect this reduction.

Subd. 2. Payment of certain providers. Services provided by federally qualified health
centers, rural health clinics, and facilities of the Indian health service shall be paid for according
to the same rates and conditions applicable to the same service provided by providers that are not
federally qualified health centers, rural health clinics, or facilities of the Indian health service.

Subd. 2a. Payment rates; services for families and children under the MinnesotaCare
health care reform waiver. Subdivision 2 shall not apply to services provided to families with
children who are eligible according to section 256L.04, subdivision 1, paragraph (a).

Subd. 3. Inpatient hospital services. Inpatient hospital services provided under section
256L.03, subdivision 3, shall be paid for as provided in subdivisions 4 to 6.

Subd. 4. Definition of medical assistance rate for inpatient hospital services. The
"medical assistance rate," as used in this section to apply to rates for providing inpatient hospital
services, means the rates established under sections 256.9685 to 256.9695 for providing inpatient
hospital services to medical assistance recipients who receive Minnesota family investment
program assistance.

Subd. 5. Enrollees younger than 18. Payment for inpatient hospital services provided
to MinnesotaCare enrollees who are younger than 18 years old on the date of admission to the
inpatient hospital shall be at the medical assistance rate.

Subd. 6. Enrollees 18 or older. Payment by the MinnesotaCare program for inpatient
hospital services provided to MinnesotaCare enrollees eligible under section 256L.04, subdivision
7, or who qualify under section 256L.04, subdivisions 1 and 2, with family gross income that
exceeds 175 percent of the federal poverty guidelines and who are not pregnant, who are 18
years old or older on the date of admission to the inpatient hospital must be in accordance with
paragraphs (a) and (b). Payment for adults who are not pregnant and are eligible under section
256L.04, subdivisions 1 and 2, and whose incomes are equal to or less than 175 percent of the
federal poverty guidelines, shall be as provided for under paragraph (c).

(a) If the medical assistance rate minus any co-payment required under section 256L.03,
subdivision 4, is less than or equal to the amount remaining in the enrollee's benefit limit
under section 256L.03, subdivision 3, payment must be the medical assistance rate minus any
co-payment required under section 256L.03, subdivision 4. The hospital must not seek payment
from the enrollee in addition to the co-payment. The MinnesotaCare payment plus the co-payment
must be treated as payment in full.

(b) If the medical assistance rate minus any co-payment required under section 256L.03,
subdivision 4, is greater than the amount remaining in the enrollee's benefit limit under section
256L.03, subdivision 3, payment must be the lesser of:

(1) the amount remaining in the enrollee's benefit limit; or
(2) charges submitted for the inpatient hospital services less any co-payment established

under section 256L.03, subdivision 4.
The hospital may seek payment from the enrollee for the amount by which usual and

customary charges exceed the payment under this paragraph. If payment is reduced under section
256L.03, subdivision 3, paragraph (b), the hospital may not seek payment from the enrollee for
the amount of the reduction.

(c) For admissions occurring during the period of July 1, 1997, through June 30, 1998,
for adults who are not pregnant and are eligible under section 256L.04, subdivisions 1 and 2,
and whose incomes are equal to or less than 175 percent of the federal poverty guidelines, the
commissioner shall pay hospitals directly, up to the medical assistance payment rate, for inpatient
hospital benefits in excess of the $10,000 annual inpatient benefit limit.

Subd. 7. Critical access dental providers. Effective for dental services provided to
MinnesotaCare enrollees on or after January 1, 2007, the commissioner shall increase payment
rates to dentists and dental clinics deemed by the commissioner to be critical access providers
under section 256B.76, subdivision 4, by 50 percent above the payment rate that would otherwise
be paid to the provider. The commissioner shall pay the prepaid health plans under contract with
the commissioner amounts sufficient to reflect this rate increase. The prepaid health plan must
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pass this rate increase to providers who have been identified by the commissioner as critical
access dental providers under section 256B.76, subdivision 4.

256L.12 MANAGED CARE.
Subdivision 1. Selection of vendors. In order to contain costs, the commissioner of

human services shall select vendors of medical care who can provide the most economical care
consistent with high medical standards and shall, where possible, contract with organizations on a
prepaid capitation basis to provide these services. The commissioner shall consider proposals by
counties and vendors for managed care plans which may include: prepaid capitation programs,
competitive bidding programs, or other vendor payment mechanisms designed to provide services
in an economical manner or to control utilization, with safeguards to ensure that necessary
services are provided.

Subd. 2. Geographic area. The commissioner shall designate the geographic areas in
which eligible individuals must receive services through managed care plans.

Subd. 3. Limitation of choice. Persons enrolled in the MinnesotaCare program who
reside in the designated geographic areas must enroll in a managed care plan to receive their
health care services. Enrollees must receive their health care services from health care providers
who are part of the managed care plan provider network, unless authorized by the managed care
plan, in cases of medical emergency, or when otherwise required by law or by contract.

If only one managed care option is available in a geographic area, the managed care plan
may require that enrollees designate a primary care provider from which to receive their health
care. Enrollees will be permitted to change their designated primary care provider upon request
to the managed care plan. Requests to change primary care providers may be limited to once
annually. If more than one managed care plan is offered in a geographic area, enrollees will be
enrolled in a managed care plan for up to one year from the date of enrollment, but shall have
the right to change to another managed care plan once within the first year of initial enrollment.
Enrollees may also change to another managed care plan during an annual 30-day open enrollment
period. Enrollees shall be notified of the opportunity to change to another managed care plan
before the start of each annual open enrollment period.

Enrollees may change managed care plans or primary care providers at other than the
above designated times for cause as determined through an appeal pursuant to section 256.045.

Subd. 4. Exemptions to limitations on choice. All contracts between the Department of
Human Services and prepaid health plans to serve medical assistance, general assistance medical
care, and MinnesotaCare recipients must comply with the requirements of United States Code,
title 42, section 1396a (a)(23)(B), notwithstanding any waivers authorized by the United States
Department of Health and Human Services pursuant to United States Code, title 42, section 1315.

Subd. 5. Eligibility for other state programs. MinnesotaCare enrollees who become
eligible for medical assistance or general assistance medical care will remain in the same managed
care plan if the managed care plan has a contract for that population. Effective January 1, 1998,
MinnesotaCare enrollees who were formerly eligible for general assistance medical care pursuant
to section 256D.03, subdivision 3, within six months of MinnesotaCare enrollment and were
enrolled in a prepaid health plan pursuant to section 256D.03, subdivision 4, paragraph (c), must
remain in the same managed care plan if the managed care plan has a contract for that population.
Managed care plans must participate in the MinnesotaCare and general assistance medical care
programs under a contract with the Department of Human Services in service areas where they
participate in the medical assistance program.

Subd. 6. Co-payments and benefit limits. Enrollees are responsible for all co-payments
in sections 256L.03, subdivision 5, and 256L.035, and shall pay co-payments to the managed care
plan or to its participating providers. The enrollee is also responsible for payment of inpatient
hospital charges which exceed the MinnesotaCare benefit limit.

Subd. 7. Managed care plan vendor requirements. The following requirements
apply to all counties or vendors who contract with the Department of Human Services to serve
MinnesotaCare recipients. Managed care plan contractors:

(1) shall authorize and arrange for the provision of the full range of services listed in
section 256L.03 in order to ensure appropriate health care is delivered to enrollees;

(2) shall accept the prospective, per capita payment or other contractually defined payment
from the commissioner in return for the provision and coordination of covered health care services
for eligible individuals enrolled in the program;

(3) may contract with other health care and social service practitioners to provide services
to enrollees;
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(4) shall provide for an enrollee grievance process as required by the commissioner and
set forth in the contract with the department;

(5) shall retain all revenue from enrollee co-payments;
(6) shall accept all eligible MinnesotaCare enrollees, without regard to health status or

previous utilization of health services;
(7) shall demonstrate capacity to accept financial risk according to requirements specified

in the contract with the department. A health maintenance organization licensed under chapter
62D, or a nonprofit health plan licensed under chapter 62C, is not required to demonstrate
financial risk capacity, beyond that which is required to comply with chapters 62C and 62D; and

(8) shall submit information as required by the commissioner, including data required for
assessing enrollee satisfaction, quality of care, cost, and utilization of services.

Subd. 8. Chemical dependency assessments. The managed care plan shall be responsible
for assessing the need and placement for chemical dependency services according to criteria set
forth in Minnesota Rules, parts 9530.6600 to 9530.6660.

Subd. 9. Rate setting; performance withholds. (a) Rates will be prospective, per capita,
where possible. The commissioner may allow health plans to arrange for inpatient hospital
services on a risk or nonrisk basis. The commissioner shall consult with an independent actuary to
determine appropriate rates.

(b) For services rendered on or after January 1, 2003, to December 31, 2003, the
commissioner shall withhold .5 percent of managed care plan payments under this section pending
completion of performance targets. The withheld funds must be returned no sooner than July 1
and no later than July 31 of the following year if performance targets in the contract are achieved.
A managed care plan may include as admitted assets under section 62D.044 any amount withheld
under this paragraph that is reasonably expected to be returned.

(c) For services rendered on or after January 1, 2004, the commissioner shall withhold five
percent of managed care plan payments under this section pending completion of performance
targets. Each performance target must be quantifiable, objective, measurable, and reasonably
attainable, except in the case of a performance target based on a federal or state law or rule.
Criteria for assessment of each performance target must be outlined in writing prior to the contract
effective date. The managed care plan must demonstrate, to the commissioner's satisfaction, that
the data submitted regarding attainment of the performance target is accurate. The commissioner
shall periodically change the administrative measures used as performance targets in order to
improve plan performance across a broader range of administrative services. The performance
targets must include measurement of plan efforts to contain spending on health care services and
administrative activities. The commissioner may adopt plan-specific performance targets that
take into account factors affecting only one plan, such as characteristics of the plan's enrollee
population. The withheld funds must be returned no sooner than July 1 and no later than July 31
of the following calendar year if performance targets in the contract are achieved. A managed
care plan or a county-based purchasing plan under section 256B.692 may include as admitted
assets under section 62D.044 any amount withheld under this paragraph that is reasonably
expected to be returned.

Subd. 9a. Rate setting; ratable reduction. For services rendered on or after October 1,
2003, the total payment made to managed care plans under the MinnesotaCare program is reduced
1.0 percent. This provision excludes payments for mental health services added as covered
benefits after December 31, 2007.

Subd. 9b. Rate setting; ratable reduction. In addition to the reduction in subdivision
9a, the total payment made to managed care plans under the MinnesotaCare program shall be
reduced for services provided on or after January 1, 2006, to reflect a 6.0 percent reduction in
reimbursement for inpatient hospital services.

Subd. 10. Childhood immunization. Each managed care plan contracting with the
Department of Human Services under this section shall collaborate with the local public health
agencies to ensure childhood immunization to all enrolled families with children. As part of this
collaboration the plan must provide the families with a recommended immunization schedule.

Subd. 11. Coverage at Indian health service facilities. For American Indian enrollees of
MinnesotaCare, MinnesotaCare shall cover health care services provided at Indian health service
facilities and facilities operated by a tribe or tribal organization under funding authorized by
United States Code, title 25, sections 450f to 450n, or title III of the Indian Self-Determination
and Education Act, Public Law 93-638, if those services would otherwise be covered under
section 256L.03. Payments for services provided under this subdivision shall be made on a
fee-for-service basis, and may, at the option of the tribe or organization, be made at the rates
authorized under sections 256.969, subdivision 16, and 256B.0625, subdivision 34, for those
MinnesotaCare enrollees eligible for coverage at medical assistance rates. For purposes of this
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subdivision, "American Indian" has the meaning given to persons to whom services will be
provided for in Code of Federal Regulations, title 42, section 36.12.

256L.15 PREMIUMS.
Subdivision 1. Premium determination. (a) Families with children and individuals shall

pay a premium determined according to subdivision 2.
(b) Pregnant women and children under age two are exempt from the provisions of

section 256L.06, subdivision 3, paragraph (b), clause (3), requiring disenrollment for failure to
pay premiums. For pregnant women, this exemption continues until the first day of the month
following the 60th day postpartum. Women who remain enrolled during pregnancy or the
postpartum period, despite nonpayment of premiums, shall be disenrolled on the first of the month
following the 60th day postpartum for the penalty period that otherwise applies under section
256L.06, unless they begin paying premiums.

(c) Members of the military and their families who meet the eligibility criteria for
MinnesotaCare upon eligibility approval made within 24 months following the end of the
member's tour of active duty shall have their premiums paid by the commissioner. The effective
date of coverage for an individual or family who meets the criteria of this paragraph shall be the
first day of the month following the month in which eligibility is approved. This exemption
applies for 12 months. This paragraph expires June 30, 2010.

Subd. 1a. Payment options. The commissioner may offer the following payment options
to an enrollee:

(1) payment by check;
(2) payment by credit card;
(3) payment by recurring automatic checking withdrawal;
(4) payment by onetime electronic transfer of funds;
(5) payment by wage withholding with the consent of the employer and the employee; or
(6) payment by using state tax refund payments.
At application or reapplication, a MinnesotaCare applicant or enrollee may authorize

the commissioner to use the Revenue Recapture Act in chapter 270A to collect funds from the
applicant's or enrollee's refund for the purposes of meeting all or part of the applicant's or enrollee's
MinnesotaCare premium obligation. The applicant or enrollee may authorize the commissioner to
apply for the state working family tax credit on behalf of the applicant or enrollee. The setoff due
under this subdivision shall not be subject to the $10 fee under section 270A.07, subdivision 1.

Subd. 1b. Payments nonrefundable. Only MinnesotaCare premiums paid for future
months of coverage for which a health plan capitation fee has not been paid may be refunded.

Subd. 2. Sliding fee scale; monthly gross individual or family income. (a) The
commissioner shall establish a sliding fee scale to determine the percentage of monthly gross
individual or family income that households at different income levels must pay to obtain
coverage through the MinnesotaCare program. The sliding fee scale must be based on the
enrollee's monthly gross individual or family income. The sliding fee scale must contain separate
tables based on enrollment of one, two, or three or more persons. Until June 30, 2009, the sliding
fee scale begins with a premium of 1.5 percent of monthly gross individual or family income for
individuals or families with incomes below the limits for the medical assistance program for
families and children in effect on January 1, 1999, and proceeds through the following evenly
spaced steps: 1.8, 2.3, 3.1, 3.8, 4.8, 5.9, 7.4, and 8.8 percent. These percentages are matched to
evenly spaced income steps ranging from the medical assistance income limit for families and
children in effect on January 1, 1999, to 275 percent of the federal poverty guidelines for the
applicable family size, up to a family size of five. The sliding fee scale for a family of five must
be used for families of more than five. The sliding fee scale and percentages are not subject to
the provisions of chapter 14. If a family or individual reports increased income after enrollment,
premiums shall be adjusted at the time the change in income is reported.

(b) Children in families whose gross income is above 275 percent of the federal poverty
guidelines shall pay the maximum premium. The maximum premium is defined as a base charge
for one, two, or three or more enrollees so that if all MinnesotaCare cases paid the maximum
premium, the total revenue would equal the total cost of MinnesotaCare medical coverage and
administration. In this calculation, administrative costs shall be assumed to equal ten percent of
the total. The costs of medical coverage for pregnant women and children under age two and
the enrollees in these groups shall be excluded from the total. The maximum premium for two
enrollees shall be twice the maximum premium for one, and the maximum premium for three or
more enrollees shall be three times the maximum premium for one.
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(c) Beginning July 1, 2009, MinnesotaCare enrollees shall pay premiums according to the
premium scale specified in paragraph (d) with the exception that children in families with income
at or below 150 percent of the federal poverty guidelines shall pay a monthly premium of $4. For
purposes of paragraph (d), "minimum" means a monthly premium of $4.

(d) The following premium scale is established for individuals and families with gross
family incomes of 300 percent of the federal poverty guidelines or less:

Federal Poverty Guideline Range Percent of Average Gross Monthly Income
0-45% minimum
46-54% 1.1%
55-81% 1.6%
82-109% 2.2%
110-136% 2.9%
137-164% 3.6%
165-191% 4.6%
192-219% 5.6%
220-248% 6.5%
249-274% 7.2%
275-300% 8.0%

Subd. 3. Exceptions to sliding scale. Children in families with income at or below 150
percent of the federal poverty guidelines pay a monthly premium of $4.

Subd. 4. Exception for transitioned adults. County agencies shall pay premiums for
single adults and households with no children formerly enrolled in general assistance medical
care and enrolled in MinnesotaCare according to section 256D.03, subdivision 3, until six-month
renewal. The county agency has the option of continuing to pay premiums for these enrollees.

256L.17 ASSET REQUIREMENT FOR MINNESOTACARE.
Subdivision 1. Definitions. For purposes of this section, the following definitions apply.
(a) "Asset" means cash and other personal property, as well as any real property, that a

family or individual owns which has monetary value.
(b) "Homestead" means the home that is owned by, and is the usual residence of, the

family or individual, together with the surrounding property which is not separated from the home
by intervening property owned by others. Public rights-of-way, such as roads that run through
the surrounding property and separate it from the home, will not affect the exemption of the
property. "Usual residence" includes the home from which the family or individual is temporarily
absent due to illness, employment, or education, or because the home is temporarily not habitable
due to casualty or natural disaster.

(c) "Net asset" means the asset's fair market value minus any encumbrances including, but
not limited to, liens and mortgages.

Subd. 2. Limit on total assets. (a) Effective July 1, 2002, or upon federal approval,
whichever is later, in order to be eligible for the MinnesotaCare program, a household of two or
more persons must not own more than $20,000 in total net assets, and a household of one person
must not own more than $10,000 in total net assets.

(b) For purposes of this subdivision, assets are determined according to section 256B.056,
subdivision 3c, except that workers' compensation settlements received due to a work-related
injury shall not be considered.

(c) State-funded MinnesotaCare is not available for applicants or enrollees who are
otherwise eligible for medical assistance but fail to verify assets. Enrollees who become eligible
for federally funded medical assistance shall be terminated from state-funded MinnesotaCare and
transferred to medical assistance.

Subd. 3. Documentation. (a) The commissioner of human services shall require
individuals and families, at the time of application or renewal, to indicate on a form developed by
the commissioner whether they satisfy the MinnesotaCare asset requirement.

(b) The commissioner may require individuals and families to provide any information
the commissioner determines necessary to verify compliance with the asset requirement, if the
commissioner determines that there is reason to believe that an individual or family has assets that
exceed the program limit.
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Subd. 4. Penalties. Individuals or families who are found to have knowingly misreported
the amount of their assets as described in this section shall be subject to the penalties in section
256.98. The commissioner shall present recommendations on additional penalties to the 1998
legislature.

Subd. 5. Exemption. This section does not apply to pregnant women or children. For
purposes of this subdivision, a woman is considered pregnant for 60 days postpartum.

Subd. 7. Exception for certain adults. Single adults and households with no children
formerly enrolled in general assistance medical care and enrolled in MinnesotaCare according to
section 256D.03, subdivision 3, are exempt from the requirements of this section until renewal.

256L.18 PENALTIES.
Whoever obtains or attempts to obtain, or aids or abets any person to obtain by means of a

willfully false statement or representation, or by the intentional withholding or concealment of a
material fact, or by impersonation, or other fraudulent device:

(1) benefits under the MinnesotaCare program to which the person is not entitled; or
(2) benefits under the MinnesotaCare program greater than that to which the person is

reasonably entitled;
shall be considered to have violated section 256.98, and shall be subject to both the
criminal and civil penalties provided under that section.

256L.22 DEFINITION; CHILDREN'S HEALTH PROGRAM.
For purposes of sections 256L.22 to 256L.28, "children's health program" means

the medical assistance and MinnesotaCare programs to the extent medical assistance and
MinnesotaCare provide health coverage to children.

256L.24 HEALTH CARE ELIGIBILITY FOR CHILDREN.
Subdivision 1. Applicability. This section applies to children who are enrolled in a

children's health program.
Subd. 2. Application procedure. The commissioner shall develop an application form

for children's health programs for children that is easily understandable and does not exceed four
pages in length. The provisions of section 256L.05, subdivision 1, apply.

Subd. 3. Premiums. Children enrolled in MinnesotaCare shall pay premiums as provided
in section 256L.15.

Subd. 4. Eligibility renewal. The commissioner shall require children enrolled in
MinnesotaCare to renew eligibility every 12 months.

256L.26 ASSISTANCE TO APPLICANTS.
The commissioner shall assist children in choosing a managed care organization to receive

services under a children's health program, by:
(1) establishing a Web site to provide information about managed care organizations and

to allow online enrollment;
(2) making applications and information on managed care organizations available to

applicants and enrollees according to Title VI of the Civil Rights Act and federal regulations
adopted under that law or any guidance from the United States Department of Health and Human
Services; and

(3) making benefit educators available to assist applicants in choosing a managed care
organization.

256L.28 FEDERAL APPROVAL.
The commissioner shall seek all federal waivers and approvals necessary to implement

sections 256L.22 to 256L.28, including, but not limited to, waivers and approvals necessary to:
(1) coordinate medical assistance and MinnesotaCare coverage for children; and
(2) maximize receipt of the federal medical assistance match for covered children, by

increasing income standards through the use of more liberal income methodologies as provided
under United States Code, title 42, sections 1396a and 1396u-1.

295.52 TAXES IMPOSED.
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Subdivision 1. Hospital tax. A tax is imposed on each hospital equal to two percent
of its gross revenues.

Subd. 1a. Surgical center tax. A tax is imposed on each surgical center equal to two
percent of its gross revenues.

Subd. 2. Provider tax. A tax is imposed on each health care provider equal to two
percent of its gross revenues.

Subd. 3. Wholesale drug distributor tax. A tax is imposed on each wholesale drug
distributor equal to two percent of its gross revenues.

Subd. 4. Use tax; legend drugs. (a) A person that receives legend drugs for resale
or use in Minnesota, other than from a wholesale drug distributor that is subject to tax under
subdivision 3, is subject to a tax equal to the price paid for the legend drugs multiplied by the
tax percentage specified in this section. Liability for the tax is incurred when legend drugs are
received or delivered in Minnesota by the person.

(b) A tax imposed under this subdivision does not apply to purchases by an individual
for personal consumption.

Subd. 4a. Tax collection. A wholesale drug distributor with nexus in Minnesota, who
is not subject to tax under subdivision 3, on all or a particular transaction is required to collect
the tax imposed under subdivision 4, from the purchaser of the drugs and give the purchaser a
receipt for the tax paid. The tax collected shall be remitted to the commissioner in the manner
prescribed by section 295.55, subdivision 3.

Subd. 5. Volunteer ambulance services. Volunteer ambulance services are not subject to
the tax under this section. For purposes of this requirement, "volunteer ambulance service" means
an ambulance service in which all of the individuals whose primary responsibility is direct patient
care meet the definition of volunteer under section 144E.001, subdivision 15. The ambulance
service may employ administrative and support staff, and remain eligible for this exemption, if the
primary responsibility of these staff is not direct patient care.

Subd. 6. Hearing aids and prescription eyewear. The tax liability of a person who
meets the definition of a health care provider solely because the person sells or repairs hearing
aids and related equipment or prescription eyewear is limited to the gross revenues received
from the sale or repair of these items.

Subd. 7. Tax reduction. Notwithstanding subdivisions 1, 1a, 2, 3, and 4, the tax imposed
under this section equals for calendar years 1998 to 2003, 1.5 percent of the gross revenues
received on or after January 1, 1998, and before January 1, 2004.

295.53 EXEMPTIONS; SPECIAL RULES.
Subdivision 1. Exemptions. (a) The following payments are excluded from the gross

revenues subject to the hospital, surgical center, or health care provider taxes under sections
295.50 to 295.59:

(1) payments received for services provided under the Medicare program, including
payments received from the government, and organizations governed by sections 1833 and 1876
of title XVIII of the federal Social Security Act, United States Code, title 42, section 1395, and
enrollee deductibles, coinsurance, and co-payments, whether paid by the Medicare enrollee or by
a Medicare supplemental coverage as defined in section 62A.011, subdivision 3, clause (10), or by
Medicaid payments under title XIX of the federal Social Security Act. Payments for services not
covered by Medicare are taxable;

(2) payments received for home health care services;
(3) payments received from hospitals or surgical centers for goods and services on which

liability for tax is imposed under section 295.52 or the source of funds for the payment is exempt
under clause (1), (7), (10), or (14);

(4) payments received from health care providers for goods and services on which liability
for tax is imposed under this chapter or the source of funds for the payment is exempt under
clause (1), (7), (10), or (14);

(5) amounts paid for legend drugs, other than nutritional products and blood and blood
components, to a wholesale drug distributor who is subject to tax under section 295.52, subdivision
3, reduced by reimbursements received for legend drugs otherwise exempt under this chapter;

(6) payments received by a health care provider or the wholly owned subsidiary of a health
care provider for care provided outside Minnesota;

(7) payments received from the chemical dependency fund under chapter 254B;
(8) payments received in the nature of charitable donations that are not designated for

providing patient services to a specific individual or group;
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(9) payments received for providing patient services incurred through a formal program
of health care research conducted in conformity with federal regulations governing research on
human subjects. Payments received from patients or from other persons paying on behalf of the
patients are subject to tax;

(10) payments received from any governmental agency for services benefiting the public,
not including payments made by the government in its capacity as an employer or insurer or
payments made by the government for services provided under general assistance medical care,
the MinnesotaCare program, or the medical assistance program governed by title XIX of the
federal Social Security Act, United States Code, title 42, sections 1396 to 1396v;

(11) government payments received by the commissioner of human services for
state-operated services;

(12) payments received by a health care provider for hearing aids and related equipment or
prescription eyewear delivered outside of Minnesota;

(13) payments received by an educational institution from student tuition, student activity
fees, health care service fees, government appropriations, donations, or grants, and for services
identified in and provided under an individualized education plan as defined in section 256B.0625
or Code of Federal Regulations, chapter 34, section 300.340(a). Fee for service payments and
payments for extended coverage are taxable;

(14) payments received under the federal Employees Health Benefits Act, United States
Code, title 5, section 8909(f), as amended by the Omnibus Reconciliation Act of 1990. Enrollee
deductibles, coinsurance, and co-payments are subject to tax; and

(15) payments received under the federal Tricare program, Code of Federal Regulations,
title 32, section 199.17(a)(7). Enrollee deductibles, coinsurance, and co-payments are subject
to tax.

(b) Payments received by wholesale drug distributors for legend drugs sold directly to
veterinarians or veterinary bulk purchasing organizations are excluded from the gross revenues
subject to the wholesale drug distributor tax under sections 295.50 to 295.59.

Subd. 2. Deductions for staff model health plan company. In addition to the
exemptions allowed under subdivision 1, a staff model health plan company may deduct from its
gross revenues for the year:

(1) amounts paid to hospitals, surgical centers, and health care providers that are not
employees of the staff model health plan company for services on which liability for the tax is
imposed under section 295.52;

(2) net amounts added to reserves, to the extent that the amounts added do not cause total
reserves to exceed 200 percent of the statutory net worth requirement, the calculation of which
may be determined on a consolidated basis, taking into account the amounts held in reserve by
affiliated staff model health plan companies;

(3) assessments for the comprehensive health insurance plan under section 62E.11; and
(4) amounts spent for administration as reported as total administration to the Department

of Health in the statement of revenues, expenses, and net worth pursuant to section 62D.08,
subdivision 3, clause (a).

Subd. 3. Separate statement of tax. A hospital, surgical center, health care provider, or
wholesale drug distributor must not state the tax obligation under section 295.52 in a deceptive
or misleading manner. It must not separately state tax obligations on bills provided to patients,
consumers, or other payers when the amount received for the services or goods is not subject to tax.

Pharmacies that separately state the tax obligations on bills provided to consumers or to
other payers who purchase legend drugs may state the tax obligation as the wholesale price of the
legend drugs multiplied by the tax percentage specified in section 295.52. Pharmacies must not
state the tax obligation based on the retail price.

Whenever the commissioner determines that a person has engaged in any act or practice
constituting a violation of this subdivision, the commissioner may bring an action in the name of
the state in the district court of the appropriate county to enjoin the act or practice and to enforce
compliance with this subdivision, or the commissioner may refer the matter to the attorney
general or the county attorney of the appropriate county. Upon a proper showing, a permanent or
temporary injunction, restraining order, or other appropriate relief must be granted.

Subd. 4a. Credit for research. (a) In addition to the exemptions allowed under
subdivision 1, a hospital or health care provider may claim an annual credit against the total
amount of tax, if any, the hospital or health care provider owes for that calendar year under
sections 295.50 to 295.57. The credit shall equal 2.5 percent of revenues for patient services used
to fund expenditures for qualifying research conducted by an allowable research program. The
amount of the credit shall not exceed the tax liability of the hospital or health care provider under
sections 295.50 to 295.57.
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(b) For purposes of this subdivision, the following requirements apply:
(1) expenditures must be for program costs of qualifying research conducted by an

allowable research program;
(2) an allowable research program must be a formal program of medical and health care

research conducted by an entity which is exempt under section 501(c)(3) of the Internal Revenue
Code as defined in section 289A.02, subdivision 7, or is owned and operated under authority of
a governmental unit;

(3) qualifying research must:
(A) be approved in writing by the governing body of the hospital or health care provider

which is taking the deduction under this subdivision;
(B) have as its purpose the development of new knowledge in basic or applied science

relating to the diagnosis and treatment of conditions affecting the human body;
(C) be subject to review by individuals with expertise in the subject matter of the proposed

study but who have no financial interest in the proposed study and are not involved in the conduct
of the proposed study; and

(D) be subject to review and supervision by an institutional review board operating in
conformity with federal regulations if the research involves human subjects or an institutional
animal care and use committee operating in conformity with federal regulations if the research
involves animal subjects. Research expenses are not exempt if the study is a routine evaluation
of health care methods or products used in a particular setting conducted for the purpose of
making a management decision. Costs of clinical research activities paid directly for the benefit
of an individual patient are excluded from this exemption. Basic research in fields including
biochemistry, molecular biology, and physiology are also included if such programs are subject to
a peer review process.

(c) No credit shall be allowed under this subdivision for any revenue received by the
hospital or health care provider in the form of a grant, gift, or otherwise, whether from a
government or nongovernment source, on which the tax liability under section 295.52 is not
imposed.

(d) The taxpayer shall apply for the credit under this section on the annual return under
section 295.55, subdivision 5.

(e) Beginning September 1, 2001, if the actual or estimated amount paid under this
section for the calendar year exceeds $2,500,000, the commissioner of management and budget
shall determine the rate of the research credit for the following calendar year to the nearest
one-half percent so that refunds paid under this section will most closely equal $2,500,000. The
commissioner of management and budget shall publish in the State Register by October 1 of each
year the rate of the credit for the following calendar year. A determination under this section is
not subject to the rulemaking provisions of chapter 14.

295.54 CREDIT FOR TAXES PAID.
Subdivision 1. Taxes paid to another state. A hospital, surgical center, or health care

provider that has paid taxes to another jurisdiction measured by gross revenues and is subject to
tax under sections 295.52 to 295.59 on the same gross revenues is entitled to a credit for the tax
legally due and paid to another jurisdiction to the extent of the lesser of (1) the tax actually paid
to the other jurisdiction, or (2) the amount of tax imposed by Minnesota on the gross revenues
subject to tax in the other taxing jurisdictions.

Subd. 2. Pharmacy refund. A pharmacy may claim an annual refund against the
total amount of tax, if any, the pharmacy owes during that calendar year under section 295.52,
subdivision 4. The refund shall equal the amount paid by the pharmacy to a wholesale drug
distributor subject to tax under section 295.52, subdivision 3, for legend drugs delivered by the
pharmacy outside of Minnesota, multiplied by the tax percentage specified in section 295.52,
subdivision 3. If the amount of the refund exceeds the tax liability of the pharmacy under section
295.52, subdivision 4, the commissioner shall provide the pharmacy with a refund equal to the
excess amount. Each qualifying pharmacy must apply for the refund on the annual return as
provided under section 295.55, subdivision 5. The refund must be claimed within 18 months
from the date the drugs were delivered outside of Minnesota. Interest on refunds paid under this
subdivision will begin to accrue 60 days after the date a claim for refund is filed. For purposes of
this subdivision, the date a claim is filed is the due date of the return if a return is due or the date
of the actual claim for refund, whichever is later.

Subd. 3. Wholesale drug distributor credit. A wholesale drug distributor who has paid
taxes to another state or province or territory of Canada measured by gross revenues or sales and
is subject to tax under sections 295.52 to 295.59 on the same gross revenues or sales is entitled
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to a credit for the tax legally due and paid to another state or province or territory of Canada to
the extent of the lesser of (1) the tax actually paid to the other state or province or territory of
Canada or (2) the amount of tax imposed by Minnesota on the gross revenues or sales subject to
tax in the other taxing jurisdictions.

295.55 PAYMENT OF TAX.
Subdivision 1. Scope. The provisions of this section apply to the taxes imposed under

sections 295.50 to 295.58.
Subd. 2. Estimated tax; hospitals; surgical centers. (a) Each hospital or surgical center

must make estimated payments of the taxes for the calendar year in monthly installments to the
commissioner within 15 days after the end of the month.

(b) Estimated tax payments are not required of hospitals or surgical centers if: (1) the tax
for the current calendar year is less than $500; or (2) the tax for the previous calendar year is less
than $500, if the taxpayer had a tax liability and was doing business the entire year.

(c) Underpayment of estimated installments bear interest at the rate specified in section
270C.40, from the due date of the payment until paid or until the due date of the annual return
whichever comes first. An underpayment of an estimated installment is the difference between the
amount paid and the lesser of (1) 90 percent of one-twelfth of the tax for the calendar year or (2)
one-twelfth of the total tax for the previous calendar year if the taxpayer had a tax liability and
was doing business the entire year.

Subd. 3. Estimated tax; other taxpayers. (a) Each taxpayer, other than a hospital or
surgical center, must make estimated payments of the taxes for the calendar year in quarterly
installments to the commissioner by April 15, July 15, October 15, and January 15 of the
following calendar year.

(b) Estimated tax payments are not required if: (1) the tax for the current calendar year is
less than $500; or (2) the tax for the previous calendar year is less than $500, if the taxpayer had a
tax liability and was doing business the entire year.

(c) Underpayment of estimated installments bear interest at the rate specified in section
270C.40, from the due date of the payment until paid or until the due date of the annual return
whichever comes first. An underpayment of an estimated installment is the difference between the
amount paid and the lesser of (1) 90 percent of one-quarter of the tax for the calendar year or (2)
one-quarter of the total tax for the previous calendar year if the taxpayer had a tax liability and
was doing business the entire year.

Subd. 4. Electronic payments. A taxpayer with an aggregate tax liability of:
(1) $20,000 or more in the fiscal year ending June 30, 2005; or
(2) $10,000 or more in the fiscal year ending June 30, 2006, and fiscal years thereafter,

must remit all liabilities by electronic means in the subsequent calendar year.
Subd. 5. Annual return. The taxpayer must file an annual return reconciling the

estimated payments by March 15 of the following calendar year.
Subd. 6. Form of returns. The estimated payments and annual return must contain the

information and be in the form prescribed by the commissioner.
Subd. 7. Extensions for filing returns. If good cause exists, the commissioner may

extend the time for filing MinnesotaCare tax returns for not more than 60 days.

295.56 TRANSFER OF ACCOUNTS RECEIVABLE.
When a hospital, surgical center, health care provider, or wholesale drug distributor

transfers, assigns, or sells accounts receivable to another person who is subject to tax under this
chapter, liability for the tax on the accounts receivable is imposed on the transferee, assignee, or
buyer of the accounts receivable. No liability for these accounts receivable is imposed on the
transferor, assignor, or seller of the accounts receivable.

295.57 COLLECTION AND ENFORCEMENT; REFUNDS; APPLICATION OF
OTHER CHAPTERS; ACCESS TO RECORDS; INTEREST ON OVERPAYMENTS.

Subdivision 1. Application of other chapters. Unless specifically provided otherwise by
sections 295.50 to 295.59, the interest, criminal penalties, and refunds provisions in chapter 289A,
the civil penalty provisions applicable to withholding and sales taxes under section 289A.60, and
the audit, assessment, appeal, collection, enforcement, and administrative provisions of chapters
270C and 289A, apply to taxes imposed under sections 295.50 to 295.59.

Subd. 2. Access to records. For purposes of administering the taxes imposed by sections
295.50 to 295.59, the commissioner may access patients' records that contain billing or other
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financial information without prior consent from the patients. The data collected is classified as
private or nonpublic data.

Subd. 3. Interest on overpayments. Interest must be paid on an overpayment refunded or
credited to the taxpayer from the date of payment of the tax until the date the refund is paid or
credited. For purposes of this subdivision, the date of payment is the due date of the return or the
date of actual payment of the tax, whichever is later.

Subd. 4. Sampling techniques. The commissioner may use statistical or other sampling
techniques consistent with generally accepted auditing standards in examining returns or records
and making assessments.

Subd. 5. Exemption for amounts paid for legend drugs. If a hospital, surgical center, or
health care provider cannot determine the actual cost or reimbursement of legend drugs under
the exemption provided in section 295.53, subdivision 1, paragraph (a), clause (5), the following
method must be used:

A hospital, surgical center, or health care provider must determine the amount paid for
legend drugs used during the month or quarter and multiply that amount by a ratio, the numerator
of which is the total amount received for taxable patient services, and the denominator of which is
the total amount received for all patient services, including amounts exempt under section 295.53,
subdivision 1. The result represents the allowable exemption for the monthly or quarterly cost
of drugs.

295.58 DEPOSIT OF REVENUES AND PAYMENT OF REFUNDS.
The commissioner shall deposit all revenues, including penalties and interest, derived from

the taxes imposed by sections 295.50 to 295.57 and from the insurance premiums tax imposed
by section 297I.05, subdivision 5, on health maintenance organizations, community integrated
service networks, and nonprofit health service plan corporations in the health care access fund.
There is annually appropriated from the health care access fund to the commissioner of revenue
the amount necessary to make refunds under this chapter.

295.582 AUTHORITY.
Subdivision 1. Tax expense transfer. (a) A hospital, surgical center, or health care

provider that is subject to a tax under section 295.52, or a pharmacy that has paid additional
expense transferred under this section by a wholesale drug distributor, may transfer additional
expense generated by section 295.52 obligations on to all third-party contracts for the purchase
of health care services on behalf of a patient or consumer. Nothing shall prohibit a pharmacy
from transferring the additional expense generated under section 295.52 to a pharmacy benefits
manager. The additional expense transferred to the third-party purchaser or a pharmacy benefits
manager must not exceed the tax percentage specified in section 295.52 multiplied against the
gross revenues received under the third-party contract, and the tax percentage specified in section
295.52 multiplied against co-payments and deductibles paid by the individual patient or consumer.
The expense must not be generated on revenues derived from payments that are excluded from the
tax under section 295.53. All third-party purchasers of health care services including, but not
limited to, third-party purchasers regulated under chapter 60A, 62A, 62C, 62D, 62H, 62N, 64B,
65A, 65B, 79, or 79A, or under section 471.61 or 471.617, and pharmacy benefits managers must
pay the transferred expense in addition to any payments due under existing contracts with the
hospital, surgical center, pharmacy, or health care provider, to the extent allowed under federal
law. A third-party purchaser of health care services includes, but is not limited to, a health carrier
or community integrated service network that pays for health care services on behalf of patients or
that reimburses, indemnifies, compensates, or otherwise insures patients for health care services.
For purposes of this section, a pharmacy benefits manager means an entity that performs pharmacy
benefits management. A third-party purchaser or pharmacy benefits manager shall comply with
this section regardless of whether the third-party purchaser or pharmacy benefits manager is a
for-profit, not-for-profit, or nonprofit entity. A wholesale drug distributor may transfer additional
expense generated by section 295.52 obligations to entities that purchase from the wholesaler, and
the entities must pay the additional expense. Nothing in this section limits the ability of a hospital,
surgical center, pharmacy, wholesale drug distributor, or health care provider to recover all or part
of the section 295.52 obligation by other methods, including increasing fees or charges.

(b) Any hospital, surgical center, or health care provider subject to a tax under section
295.52 or a pharmacy that has paid additional expense transferred under this section by a
wholesale drug distributor may file a complaint with the commissioner responsible for regulating
the third-party purchaser if at any time the third-party purchaser fails to comply with paragraph (a).
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(c) If the commissioner responsible for regulating the third-party purchaser finds at any
time that the third-party purchaser has not complied with paragraph (a), the commissioner may
take enforcement action against a third-party purchaser which is subject to the commissioner's
regulatory jurisdiction and which does not allow a hospital, surgical center, pharmacy, or provider
to pass-through the tax. The commissioner may by order fine or censure the third-party purchaser
or revoke or suspend the certificate of authority or license of the third-party purchaser to do
business in this state if the commissioner finds that the third-party purchaser has not complied
with this section. The third-party purchaser may appeal the commissioner's order through a
contested case hearing in accordance with chapter 14.

Subd. 2. Agreement. A contracting agreement between a third-party purchaser or a
pharmacy benefits manager and a resident or nonresident pharmacy registered under chapter
151, may not prohibit:

(1) a pharmacy that has paid additional expense transferred under this section by a
wholesale drug distributor from exercising its option under this section to transfer such additional
expenses generated by the section 295.52 obligations on to the third-party purchaser or pharmacy
benefits manager; or

(2) a pharmacy that is subject to tax under section 295.52, subdivision 4, from exercising
its option under this section to recover all or part of the section 295.52 obligations from the
third-party purchaser or a pharmacy benefits manager.

295.59 SEVERABILITY.
If any section, subdivision, clause, or phrase of sections 295.50 to 295.582 is for any

reason held to be unconstitutional or in violation of federal law, the decision shall not affect the
validity of the remaining portions of sections 295.50 to 295.582. The legislature declares that it
would have passed sections 295.50 to 295.582 and each section, subdivision, sentence, clause,
and phrase thereof, irrespective of the fact that any one or more sections, subdivisions, sentences,
clauses, or phrases is declared unconstitutional.

297I.05 TAX IMPOSED.
Subd. 5. Health maintenance organizations, nonprofit health service plan

corporations, and community integrated service networks. (a) A tax is imposed on health
maintenance organizations, community integrated service networks, and nonprofit health care
service plan corporations. The rate of tax is equal to one percent of gross premiums less return
premiums on all direct business received by the organization, network, or corporation or its agents
in Minnesota, in cash or otherwise, in the calendar year.

(b) The commissioner shall deposit all revenues, including penalties and interest, collected
under this chapter from health maintenance organizations, community integrated service
networks, and nonprofit health service plan corporations in the health care access fund. Refunds
of overpayments of tax imposed by this subdivision must be paid from the health care access fund.
There is annually appropriated from the health care access fund to the commissioner the amount
necessary to make any refunds of the tax imposed under this subdivision.
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